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THE FIRST YEAR OF WAR: ITS ECONOMIC 
EFFECTS ON TWENTY-SIX COUNTIES OF 
IRELAND 


1. Ir was probable enough that the onset of war conditions 
would produce a smaller impression, both physical and psycho- 
logical, in this State than in the United Kingdom: realistic 
appreciation of its risks and possibilities was obstructed by 
various psychological obstacles ! and by our having lived already 
for 7} years under a mild form of war economy. A peasant 
economy is less dislocated by war, and our radical weakness— 
dependence upon imports, particularly of industrial goods, of the 
consumption of which only a tiny fraction is really produced 
internally—was not fully realised. To those who retained 
intellectual contact with the outer world the surprise was that the 
fool’s paradise lasted so long (15 months), to others that acute 
difficulties developed with such apparent suddenness at the end 
of 1940. 

2. Neutrality has brought no unqualified relief from the costs 
and anxieties of belligerency. Army expenditure has trebled in 
three years and is again approaching the peak figure (£10-6 mn.) 
of 1923-24 2: current expenditure would be even heavier were 
it not for difficulties in securing arms, but their cost already 
absorbs a significant fraction of the public revenue and the social 
income. 

3. The expectation of a seller’s export market has been only 
partially realised. . 

1 Our profits during the last war were almost entirely a price phenomenon 
—between 1914 and 1918 the area tilled increased only from 2,051,000 to 
2,762,000 acres, while 284,000 went back to jungle, and the numbers of live- 
stock of all kinds fell on balance by about 4 per cent.; the index of agricultural 
prices rose by 118 per cent. 


* See Budget table in para. 17, p. 398. 
No. 204.—vot. LI. DD 
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EXTERNAL TRADE 





# Year | Year | Year | Year| Year | Year 
Period. 


























Live animals 19-7 | 11-9 6-1 | 11-9 | 14:3 | 14-5 4-2 

Food, drink and tobacco | 20-7 | 11-1 9-5 9-9 9-8 | 14-8 4-0 

Other goods é 7-5 3-9 2-3 2-4 2-8 3-7 1+] 

Total Exports . - | 47-9 | 26-9 | 17-9 | 24:2 | 26-9 | 33-0 93 
Exports—price index . - [100 74 57 82 91 117 | 128 
—quantum index. |100 76 65 62 62 60 53 

Live animals 1-6 0-8 0-5 0-8 1-0 0-6 0-1 

Food, drink and tobacco | 22-8 | 15-1 | 11-5 | 12-1 | 11-5 | 13-8 2-4 

Other goods ; 36-9 | 26-7 | 27-1 | 30-3 | 30-9 | 32-4 6-9 

Total Imports ‘ . | 61-3 | 42-6 | 39-1 | 41-4 | 43-4 | 46-8 9-4 
Imports—price index . |100 76 70 82 82 |116 |127 
ntum index . |100 91 91 82 87 66 49 

Visible balance (£ mn. ) - | 13-4 | 15-7 | 21-2 | 17-2 | 16-5 | 13-8 0-1 
Terms of trade . . 1100 97 81 100 lll 101 101 





The United Kingdom Ministry of Food weakened demand by 
severe rationing; as sole purchaser, it fixed prices in all cases 
designed to obstruct increases in the cost of living, and in many 
cases discriminating unfairly against our produce.! 

In the autumn of 1940, in order to equalise home killings. 
imports of fat stock were limited to 2000 per week, but in January 
1941 this limitation was removed and the price raised. Shortly 
afterwards the outbreak of an epidemic of foot-and-mouth 
disease (the first serious one since 1917) closed the ports. Its 
eradication, hindered by the carelessness and non-co-operation of 
many farmers, is not yet complete and has already cost the 
Exchequer nearly £250,000: the damage to agriculturalists from 
loss of trade and incidental deterioration of stock must be greater 
still. Limited exports were again permitted at the beginning of 
July 1941. Further loss has been occasioned by the slump in 
butter production,? due partly to exceptionally dry summers. The 
consequent shortage required even domestic rationing in the 
autumn of 1940 and winter of 1940-41. 

As before, the improvement has been much more of a price than 
a quantity phenomenon, and has incidentally relieved the Budget 


1 Butter is not one of these cases, though often represented as such. In 
the case of fat cattle the discrimination was effected by the subsidy on home- 
finished beasts. Short-sighted in peace—destroying the balance and therefore 
efficiency of the Irish live stock industry, on which the British fattener depends 
—it is foolish in war, preventing the proper use of Irish grass-fattening poten- 
tialities in order to conserve feeding-stuffs. 

2 Creamery butter production in May-Sept. inclusive of each year: 1936 
(peak)—576,000 cwt.; 1940—479,000 cwt. 

3 Unaccompanied by any rationing of margarine, which became very scarce 
by June 1941. 
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by enabling the Department of Agriculture to dispense with 
certain export subsidies.* 

4. The only other apparent internal beneficiaries are the banks 
and the transport services, but in each case the benefit is only 
apparent. Gross traffic receipts increased from £6,079,000 in 
1938 to £6,661,000 in 1940, but running costs increased by a still 
greater amount (so that 1940 was one of the worst years on record 
for the railways), and they now face the substantial curtailment 
of their passenger services. As in the last war, bank deposits are 
rising sharply, and with them the bank’s investments and the 
excess of sterling assets, but the new deposits are probably largely 
savings deposits, while other costs are all rising, as well as the 
proportion of liquid assets. The strong development of “ liquidity 
preference ” is noticeable. 


Banks (INCLUDING THE CURRENCY CoMMISSION) 

















(£ mn.) 
Date. Sept. Sept. 
1939 1940 1941 
Business in the Twenty-six Counties 
Capital, reserves and carry-forward 10-3 10-4 10-4 
Notes in circulation . , 16-1 18-7 18-9 
Current, deposit and other accounts . 114-4 126-5 130-0 
Cash, money at call and short notice . 8-8 15-4 12-7 
Bills (non-government), loans and advances 51-7 54-1 52-0 
Investments and government bills . 11-0 10-6 10-8 
Business elsewhere 
Capital, reserves and carry-forward 7-2 7-2 7-2 
Notes in circulation . : 4-0 6-3 75 
Current, deposit and other accounts , 42-4 44-4 44-9 
Cash, money at call and short notice . 16-6 24-8 28-6 
Bills (non-government), loans and advances 26-7 24-7 23-6 
Investments and government bills. ° 76-9 81-3 89-4 
Excess of sterling assets . ° 69:3 75-7 84-6 





Bank clearings also, after a continuous increase for some 
years, have diminished from a weekly average of £6,398,000 in the 
first quarter of 1939 to £6,183,000 in 1941. 

5. The balance of payments has been eased to a greater extent 
than the trade figures show, by the disappearance of export 
subsidies, while income from foreign investments, mostly in 
sterling, has not been appreciably affected. Steps have been 
taken, parallel to those in the United Kingdom, to control foreign 
exchange and to register and mobilise non-sterling securities. 
On the other hand, the always-precarious item of Sweepstake 
receipts has disappeared, while, in the absence of any information 


1 Export subsidies: 1938-39—£558,000; 1940-41, £97,000. 
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on their magnitude, it is impossible to estimate the effect of the 
disappearance of tourist receipts and payments, and the appear- 
ance of provision for refugees and other war-time transfers of 
income. No official estimates for 1940 are yet available. 

6. The really grave probiem of this economy, due to the 
severely restricted range and exploitability of the natural materials 
found in so small a territory, is the maintenance of overseas 
supplies. It was believed by some that the official policy of 
autarkie, oppressively pursued since 1932, had sensibly mitigated 
_ this dependence : in fact, it succeeded in a very few cases—and 
at a heavy cost to consumers, domestic efficiency of production 
and former suppliers—in eliminating or nearly eliminating 
certain commodities from the import list, but a very short 
consideration of the quantity and quality of imports even in 
1940 will display its general ineffectiveness in this respect. It 
was—and is—still more simply believed that further advance 
in the same direction is the correct preparation for war: it would 
be, provided that the technical conditions permit a reasonably 
close approximation to autarkie in peace-time at a cost not un- 
bearable to the consumer—a proviso satisfied not even in Germany 
with its infinitely wider range of materials and more ruthless 
compression of civilian consumption. Even in the limited field 
of food for man and beast a relatively slight shift in the pattern 


of production was achieved. 


Crops 





Root and | First Year Permanent 
Hay. Hay and 


Year Crop 
(1st June). Green Crops. Pasture. 


Prices. 





(000 acres) (Index) 
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In general, the effect of pre-war “ protectionism ”’ was to re- 
place many lines of “finished” imports by goods at an earlier 
stage of processing, which was a further element of weakness in 
war, for not only may dissembled parts be more difficult to obtain 
than the finished goods, but also their loss creates, as well as the 
tightening of belts by consumers, disemployment among the 
processers (cf. the motor-car situation). 

7. The probable extent of prospective unemployment is 
currently exaggerated, and up to date the surprising thing is 
that the war-time increase has been so small. The number of 
those in receipt of unemployment insurance benefit, plus those 
applicants for unemployment assistance who are “ without 
means,” a total which roughly excludes the agricultural under- 
employed, who come into and go out of benefit at different seasons 
of the year according to Employment Period Orders, was, at the 
end of February in each year, 54,000 in 1938, 57,000 in 1939, 
63,000 in 1940 and 61,000 in 1941. The rate of disemployment is 
best shown by a monthly comparison of the number of claimants 
to unemployment insurance benefit, and the following table shows 
the percentage change in each month compared with the same 
month in the previous year. 


CHANGES IN THE NUMBER OF CLAIMANTS OF UNEMPLOYMENT 
INSURANCE BENEFIT 





Year. | Jan. 4 3 . | May. | June. Sept. = Oct. | Nov. | Dec. 





1939 | +0-3 | —2- -2|— 5-0/— 9-5)— 7 
140 | +7-:7| +8 . -4|+16-0|+16-7 |+ + 
1941 | —3-4| +6 . —|— —|—|=— 


13-5 + Dall 4 ak at #4 




















Even the December 1939 percentage meant only some 5700 
persons, out of a total insurable population of some 389,000 
(excluding agriculture). The smallness of the increase is no 
doubt largely due to the reasons given in para. (2). Budgetary 
provision for unemployment (insurance, assistance and relief 
schemes) has so far diminished rather than increased,! but the 
number of persons in receipt of home assistance from the Poor 
Law authorities increased from 79,000 in 1938 to 93,000 in 1940. 

8. Another salient feature of our pre-war supply situation 
was the degree to which our direct contacts were limited to the 
United Kingdom. 


? £2,509,000 in 1938-39; £2,574,000 in 1939-40; £2,263,000 in 1940-41; 
£2,151,000 (estimated) in 1941-42. 
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DISTRIBUTION OF TRADE, 19361! (PER CENT.) 





Euro i 
United ro Far ~aa 
Kingdom.) Mediter-| East. | atjantic 

ranean. i 





Goods originating in. 53 16 10 17 
Goods consigned from . 71 15 4 10 
Shipping entered from . 54 18 25 




















1 Only year for which “ origin”’ and ‘“‘ consignment ’’ are both available, 


9. Given all these circumstances, and the fact that the war 
did not occur ex improviso, what could have been expected of 
governments here? Three things—to realise the imminence of 
war, to foresee its effects on essential supplies and to take 
resolutely the appropriate steps to safeguard them. Should war 
come, it was generally realised that the shipping stringency would, 
for a variety of reasons, be much worse than in the last war, the 
inevitable corollary being a much stricter and more widespread 
control by the United Kingdom authorities of all shipping and 
sea-borne supplies, including those normally coming to us, 
Obviously, the situation having developed to the point which it 
has now reached, criticism of past errors is of little value except 
as pointing the way to better preparation for the future. The 
chief lessun is that the only reasonable peace-time objective is the 
development of our potentialities for war-time production and of a 
planned scheme for dealing with essential imports. It was, 
perhaps, too much to expect that Ministers, whose outlook and 
policy had been restrictionist for years, could or would appreciate 
the problems of imminent and severe scarcity. 

Precautions proper to be taken to meet the situation to be 
anticipated could have followed six main lines of action—educa- 
tion, stocking up, rationing, ensuring overseas supplies, securing 
domestic output and reconsidering relief payments. These are 
complementary rather than competitive fields of action, requiring 
to be dovetailed into a coherent and comprehensive plan. There 
is no evidence whatever that any systematic effort to do so was 
ever made. 

10. Education, so far from being a distinct device, was rather 
@ necessary concomitant of all other devices, to make people 
realise the nature and gravity of the emergency, understand and 
acquiesce in the necessary but often unpleasant measures, and feel 
satisfied that the Government knew its job and was doing it. 
Failure in this field is the less surprising in view of the immense 
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psychological difficulties—the radical diversities of opinion exist- 
ing, complacency, etc. 

Yet Government spokesmen cannot be acquitted of the charge 
of having spoken with ambiguous voices right up to the autumn 
of 1940, when we were confronted ex improviso with acute shortages. 

11. Two rules of common-sense in relation to building up 
stocks are immediately apparent—that a complete plan of stocking 
should have been got going by the spring of 1939 at the latest, 
and that its satisfactory effectuation involved the direct building 
and filling of storage capacity by the public authorities. Private 
stocking by consumers and traders, however much encouraged 
by ministerial speeches, is insufficient, from the lack of initiative, 
of storage capacity and of working capital and the risks of loss, 
No public stocking occurred, and the statistical evidence on the 
extent of private stocking is inconclusive. Further, in several 
cases (€.g., coal, petrol and wheat) stocks were drained away with 
apparent improvidence. 

12. Direct rationing of consumers has been applied in relation 
to tea, cocoa, butter (temporary only), petrol, paraffin and coal, 
and in certain other cases releases to processers or retailers have 
been controlled. The grievances commonly felt are that the 
first big scheme (petrol) brought the method into contempt; that, 
instead of anticipating scarcity, it has been delayed until shortages 
had become acute; that the responsibility has too often been laid 
on the retailer; and that it has not yet been applied nearly widely 
enough. It is too early yet to say how far these grievances are 
legitimately founded, and how far they arise from circumstances 
beyond the Government’s control and reasonable foresight. 
Present rations are— 


Tea : 4 oz. per head per week ; 

Cocoa : } lb. per household per week (not in fact obtainable) ; 

Butter : 4 of previous consumption (not effective now) ; 

Petrol : 4 gall. per month for light cars and corresponding amounts 
for larger, with supplementary allowances for doctors, clergy, 
ete. 

Paraffin : released on licence for tractors, etc.; none for domestic 
use. 

Coal: } ton per household per month (reduced to } ton for the 
two-monthly period, July—Aug., 1941). 


Many other articles (e.g., coffee, margarine, candles, motor 
tyres) are either practically unobtainable or unofficially rationed. 
The prospect for the immediate future is a rapid extension of the 
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same scarcity. The following table shows how suddenly shortage 
has descended. 


IMPORTS AND SHIPPING—MOoNTHLY AVERAGES (INDEXES) 





Jan.— | July— 
Period. veer | Near | ‘June | Sept. 
* | 1939. | To4o. | 1940. 





Volume of imports - | 100 | 105 97 70 


Shipping entered with cargoes - | 100 97 67 68 























13. The prope” spproach to the securing of additional domestic 
output has been and is hampered by the widespread delusion that 
peace-time autarkie is the correct objective. Many imported 
materials are, for physical and technical reasons, simply incapable 
of being replaced by domestic substitutes, but the Emergency 
Scientific Research Bureau is at present financing intensive 
scientific research on many problems. The case of food and feed, 
as a primary necessity and a concrete example capable of being 
reduced to simple terms, may be taken to illustrate the dimensions 
of the problem. Taking 1938 as a terminus a quo, and making 
certain assumptions,! the feeding from domestic sources of our 
human and animal population at its 1938 level of consumption, 
so far as substitution was possible at all, would have involved the 
transference to cereal cultivation of some 1,200,000 acres, an 
increase of 65 per cent. on the total area actually tilled in 1938, 
and a diminuation of 12 per cent. in the area available for per- 
manent hay and pasture (constituting a more than proportionate 
decrease in its feeding capacity, since much pasture is poor and 
rough grazing and on balance the better qualities would be broken 
up). Apart from special inducements such as guaranteed prices 
(wheat and beet) and propaganda (begun somewhat late in 1940), 
compulsory tillage percentages, supplemented by the power 
taken by the Minister for Agriculture to enter upon and till 
holdings which he considers to be insufficiently tilled (a power 
used fairly freely), have been relied on to secure the necessary 
increases. By 1940 only 75,000 additional acres of wheat out of 
247,000 required, 12,000 acres of beet out of 21,000, 126,000 acres 
of other cereals out of 927,000, and 40,000 acres of potatoes had 

1 That the milling extraction of wheat is retained at 95 per cent., that 
domestic cereals can be substituted for imported concentrated feeding stuffs at 
the proportion of 2: 1, that the feed value of an acre of cereals and an acre of 
hay or grass are in the ratio of 3: 1, that current net exports of beer and spirits 
are maintained, and that crop yields are equivalent to the average of 1934-38. 


Every diminution in the consumption of flour, and in the manufacture of liquor, 
and every substitution of potatoes for bread, will reduce the magnitude of the goal. 
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been achieved. It is the irony of fate that, after the present 
Government’s wheat policy had enjoyed several exceptionally 
favourable seasons, now when necessity is urgent upon us our 
climate should revert to its more normal attitude to wheat, so 
that the winter sowing of 1940-41 has been literally a wash-out 
and the spring sowing much delayed and much below what is 
required. At first it was hoped that the sugar-beet contracts 
placed for 1940-41 would cover requirements for 1941-42, but 
changing cost-price relationships have caused many growers to 
turn in their contracts, and a shortage is highly probable next 
year (having been avoided this year by the importation of molasses 
for domestic refining). Naturally agricultural prices have risen 
(for details see table in para. 6). Two important bottle-necks in 
increasing further the domestic intensity of cultivation are labour 
and fertiliser. 

14. Can the live-stock population be maintained? Probably 
yes, provided that tillage extension went even further, and stall- 
feeding were substituted for grazing on a large scale. Although 
this is probably a long-term adjustment necessary to enable our 
agriculture to survive on a competitive basis, it cannot be carried 
out in a war emergency: in addition to the bottle-necks men- 
tioned above, it meets three of its own—the re-education of 
farmers, reconsideration of public policy in relation to the modal 
size of holding, and housing for the beasts. In the immediate 
future we must expect a diminution of flocks and herds. 

15. The fuel position is equally critical. Annual consumption 
was running round 2-5 mn. tons of coal, 3-5 mn. tons of turf 
(practically all won by its consumers, the work being integ- 
rated with farm operations) and 72-5 mn. gallons of fuel oils. 
The latter are now very severely restricted, and all substitutes 
involve the use of coal or turf or timber. Fundamentally, the 
technical problem is the substitution of turf for the 1-5 mn. tons 
of coal burned in domestic fires (the importation of which is now 
ceasing) and drastic limitation of the amounts of coal used for 
transport, gas and electricity production, and other industrial 
purposes. Already certain areas, designated as “ turf areas’ by 
ministerial order, receive no coal for domestic use, and strenuous 
efforts are being made by public authorities (including the army, 
the construction corps and the local authorities, who have turned 
their road-workers on to turf-cutting) and by private bodies (like 
the Mount Street Club, the League of Goodwill and parish councils) 
to increase the output, but how far these efforts will go towards 
winning the 3 mn. tons or so of turf required and transporting it 
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to the urban centres, and at what cost, is still far from clear, 
Here also the labour bottleneck is serious—as well as the season. 
Ministerial pronouncements foreshadow a reduction of passenger 
trains to three days per week and a sharp curtailment of urban 
transport; gas and electricity producers are campaigning for a 
25 per cent. cut in consumption; the prognosis for the coming 
winter is acute scarcity. 

16. Reconsideration of relief payments is made necessary by 
the increase in the cost of necessaries: cash increases would 
exacerbate budgetary stringencies without necessarily ensuring 
equal relief to the recipients and would come into closer competi- 
tion with the lowest stratum of wage-rates. The ordinary argu- 
ments in support of dispensing relief in kind are stronger in regard 
to war increases. Recently an Order has increased by 2s. 6d. the 
cash relief payable weekly in respect of dependents The cost-of- 
living index has risen in gross much as in the United Kingdom, 
but the details differ widely. 


Cost-or-Livine InDEX (END oF FEBRUARY) 





Year. 1929 1933. 1938. 1939. 1940. 1941. 
(Jan.). 

















Index . | 100 85 98 | 98 111 123 





Numerous wage-increases have been secured since September, 
1939, but there is no collected information nor index publicly 
available. Recently an Order under the Emergency Powers Act 
of 1939 imposed a “ standstill’ on wage and dividend rates in 
scheduled occupations and industries, not without vocal opposition 
in Parliament (producing some amendment). 

17. The Budgetary development has been : 


REVENUE AND EXPENDITURE. 
(Exchequer Receipts and Issues, £ mn.). 





1941-42 
Year. 1929-30. 1938-39. 1940-41. (Estimates). 
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Deficit 2 
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1 Property, Income and Sur-taxes, Corporation Profits Tax and Excess Profits 
Duty. 
2 Central Fund charges only. 
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The Minister for Finance met the problern of the last column 
by considerable increases in taxation, raising the standard rate of 
income-tax (to 7s. 6d.), the duties on petrol and tobacco, and 
postal rates, and introducing changes in the Corporation Profits 
Tax on the analogy of war profits taxation. These changes he 
expected to yield £4-6 mn. Unfortunately. in the face of develop- 
ing opposition, several of the proposals were never incorporated 
in the Finance Bill and several more were abandoned in Parlia- 
ment : unfortunately because, if the objections were well-grounded 
the proposals should never have got as far as Resolutions of the 
Committee on Finance in that form, and, if not, they should not 
have been dropped. Until the Finance Act is passed, it is not 
possible to state the finally anticipated deficit. The budgetary 
position of the local authorities also has been worsened by growing 
relief payments but eased by the virtual cessation of many 
activities, e.g., housing. 

18. Ié has not been possible within the compass of this article 
to cover the field exhaustively, and in particular practically all 
mention has had to be omitted of the legislation and statutory 
rules and orders necessitated by the emergency. 

G. A. Dunoan 


Trinity College, 


Dublin. 





THE GERMAN WAR ECONOMY IN THE LIGHT OF 
ECONOMIC PERIODICALS 


IV 


General Organisation 


THE outstanding event of the period covered ! is the putting 
into operation of the “ skimming-off”’ of excess profits by the 
Price Commissar. This policy reveals the steadily growing power 
of the Price Commissar, which has exceeded anything intended 
at the outbreak of war, and is approaching that of an economic 
dictator. He is assuming more and more of the powers of the 
Ministries of Finance, Economics and Labour, and even of the 
Four-Year-Plan authorities, and of the Department of the War 
Office, corresponding to the British Ministry of Supply. The 
German lesson is that full price control tends to transcend rapidly 
the boundaries of price policy, and will become an economic key 
function. ’ 

On the lower regional level it is the “ Regional Economic 
Offices ” (Landeswirtschaftsémter) which are developing into much 
more powerful bodies than were envisaged at first. This regional 
organisation of the Ministry of Economics, originally intended 
only “ for statistical purposes ” and created only on the outbreak 
of actual war in August 1939, is now entrusted with the following 
tasks: to select essential (W) firms; to co-ordinate the alloca- 
tions of materials, labour and fuel to inlividual firms; to advise 
on regional dispersion of public contracts; to distribute within 
their area “licensed ”’ articles, such as shoes, textiles, soap, coal 
and tobacco ; to direct the “ travelling combing-out commissions ” 
checking up on the use of skilled labour; to be the main link 
between the military and civil authorities in economic matters; 
to transmit State policy to the self-administering ‘‘ groups’; to 
dispose of the machinery of closed firms; to organise scrap 
collections; repair air-raid damage; organise ‘‘ economic evacua- 
tion,” and so on. By way of contrast, the self-administering 
economic groups have become little more than ornamental. 


1 The present—fourth—survey covers the period from February to August, 
1941. Making good an omission from the previous surveys, I should like to 
acknowledge that I have been enabled to undertake these surveys by a grant 
from the National Institute of Economic and Social Research. 
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For a time, indeed, it was expected that the “ groups ”’ would be 
the main agents of the Price Commissar for his “ skimming-off ” 
action, and it was laid down that firms must make their price and 
profits declarations ' to their group. But, as it now turns out, 
the groups are purely advisory; the declarations are made 
directly to the Price Commissar; and excess profits must be 
surrendered directly to the Commissar, simultaneously with the 
declaration. So there is no stage at which ‘the groups can con- 
ceivably come in. ’ 

The decline of the self-administering “‘ groups ” is indicative 
of a general trend: private enterprise is very much on the de- 
fensive. Doubts of the usefulness of private enterprise are growing 
and officially expressed. The Minister of Economics gave in 
March what is described in the papers as a “ very serious warning.”’ 
He said that “if private enterprise no longer cares to take anyrisks, 
it resigns itself to its fate, for in those conditions we can do without 
it,” and “the constant clamour for Reich guarantees is proofof the 
incapacity of private enterprise and of the fact that it shirks its 
responsibilities.” There are complaints of an attitude of “ passive 
adjustment and obedience to instructions rather than of active 
co-operation.” Even Volkswirt asks: ‘Is any useful purpose 
being served by keeping up the fiction of individual industrial 
enterprise now that entrepreneurial risk has disappeared, since 
any commodity finds a buyer?” The only risk left is “‘ external 
risk ” (Schicksalsrisiko), such as the sudden withdrawal of labour, 
material or transport. Private entrepreneurs have certainly 
become docile when we are told that they even surrender to the 
Price Commissar more excess profits than they have to, “‘ because 
of their feeling of impotence and the feeling that the Price Com- 
missar has the heavier weight to pull. The whole price and 
rationing regulations have become so difficult to understand that 
many medium or small entrepreneurs simply give up. Their 
submission is in such cases the expression of a fear of bureaucratic 
disputes.”” Further expansion of public enterprise, such as the 
People’s Tractor Works or the Continental Oil Company, are also 
in line with this development. 

The one exception seems to be the supersession—during March 
—of the Coal Commissar by the self-administering “ Reich Coal 
Union,”’ a new super-cartel under which the old selling syndicates 
continue to exist. Even this exception may, however, be more 
apparent than real; for the Chairman of the new Union is not a 
private entrepreneur, but the manager of the coal mines incor- 

1 Cf. below, p. 411. 
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porated in the Goering works. One of the first events following 
the setting-up of the Coal Union was the demarcation of a “‘ coke- 
boundary ” running through Germany—a sharing of the market 
between the Western and Eastern producers. The only market 
in which competition will continue—for transport reasons—is 
Berlin. The “ coke-boundary”’ does away with the time- 
honoured system of “ competitive”? markets co-existing with 
markets definitely ‘‘ reserved ” to one of the syndicates. Efforts 
are being made to arrive at a clear-cut demarcation of markets 
in the case of other kinds of coal as well, though the problem of 
different kinds and qualities of coal has proved “ a serious obstacle 
so far.” The main motive for the “coke-boundary ” is economy 
in transport. 

The same motive also underlies the setting up of “ Building 
Material Transport Offices.’”’ Three such Offices were set up in 
March: one for the North, in Hamburg; one for the East, in 
Breslau ; and one for the West, in Essen. Their purpose is three- 
fold: (1) to draw up fortnightly railway transport plans for the 
supply of “ essential” building projects; (2) to divert as much 
transport of building materials as possible from rail to water; 
(3) to urge or force builders to open up local sources of supply of 
sand, gravel, stone and other materials. It is claimed that the 
average “haul” was reduced by 100 km. within a few weeks, 
the railway mileage required diminished by 50 per cent., and 
the Northern Office alone saved industry £40,000 a month in 
transport costs. In July, the Ministry found it necessary, 
nevertheless, to issue a decree addressed to the Building Materials 
and Brick Controls, urging them to abandon ‘“‘regional patriotism ” 
—a tendency to secure orders for firms in their areas even where 
transport economy required them to be filled from outside their 
areas. 

Organisation of Supply 


The method of “ sub-contractors’ exchanges”? was further 
developed; there are now twenty-nine. On the second Eastern 
Exchange seventy contractors and 260 applicants for sub- 
contracts were represented; at the Bavarian Exchange in June, 
thirty-nine contractors and 132 applicants. It is stated that at 
first contractors mainly wanted to give out the more difficult 
tasks, and to do the standard jobs themselves, but that they 
had to “accommodate themselves to the possibilities of their 
sub-contractors,” Quite apart from actual orders, it is said that 


1 The rate of conversion used throughout this survey is £1 = 12-5 marks. 
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the personal contact at the Exchanges has “ proved valuable to 
both sides,”’ and that it could not be replaced by questionnaires. 
A term now frequently used to describe sub-contracting is one 
coined by Director Bosch: “ the extended work bench.” The 
“ new order ” in price policy, which also involves tighter control 
of sub-contractors’ charges and the application of the Public 
Contracts Price Fixing Rules to sub-contractors, has resulted in 
increased powers for the main contractor to enquire into the 
sub-contractor’s costs and fix his charges. 

In other than essential industries, however, a trend towards 
increased concentration is visible, as the volume of unessential 
production continues to decline. Volkswirt declares in April that 
dispersion has been overdone, and has “ deteriorated into dis- 
integration”; the paper wants “concentration of products ” 
(increased standardisation), in the course of “ concentration of 
production.” There is much talk of “thinning-out” (Flur- 
bereinigung), but not much concrete evidence. An exception is 
the butter wholesale trade, where, by special measures, 3,000 
dealers (50 per cent. of the total) handling less than 6 cwt. a week 
were eliminated. In retail trade, there is so far no real telescoping, 


_in spite of suggestions “ to close half the food shops and release 


200,000 workers.” So far less than 2 per cent. of all firms be- 
longing to the retail group have been closed (excluding filling- 
stations) and of the closed firms 85 per cent. were one-man shops, 
of which the owner was called up. More detailed figures have 
been published for the Berlin district. Of 61,700 shops, 3,000 
were closed during 1940; 2,400 were newly opened, and 5,400 
were declared to be “in abeyance” for the duration. The 
prospect of concentration in retail trade has further diminished 
with the taking-over (in April) of the Co-operative Stores by the 
Labour Front, which is to convert them into “ model shops ”’ ; 
the pill to independent shopkeepers is sweetened by the announcé- 
ment that after the war the Co-operative Stores are to be handed 
over to private retailers returning from service. The compulsory 
“pool” created in the razor-blades industry’ is to close down all 
firms which (a) had a turnover of less than £2,500 in a base year 
1938-9, or (b) do not own plant with a capacity of more than 
3 million blades yearly, or (c) do not market blades on their own 
account. The pool is also to clear up the “confusion of trade 
brands ” and to standardise output on the principle of “‘ one brand 
for each firm.” 

The number of applications under the “ community help ” 

1 Cf. the previous instalment in the June-September issue, p. 195. 
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scheme for closed firms ! was surprisingly small. To the end of 
1940, only 1,500 applications were received (instead of the 10,000 
expected); 500 of these came from brick-works. Considering 
the terms of the subsidy (firms were expected to use up their 
“ free capital ”’ first), the number of applications must be expected 
to rise fairly rapidly as the war goes on. The chemical industry 
(phosphates, paints and perfumes) also supplied a large quota of 
applicants for the subsidy. The subsidies paid out—ranging 
from 18s. to £20,000 a year—required £640,000 (to the end of 
1940), whereas the first instalment of the Compensation Levy had 
yielded £2,800,000. In March a “ speedier disposal of applications 
for community help subsidies” was urged upon the “ groups,” 
and an appeal tribunal against group decisions was set up by the 
Central Industrial Group (Reichsgruppe). Fees for the services 
of accountants, advisers, lawyers, and others, in connection with 
applications for a subsidy, may now be included in the amount 
payable “ where the services are necessary.’’ An entrepreneur’s 
wage is to be paid only where the owner has made “ unsuccessful 
attempts to find other employment.” 

The new standard trams are now stated to be in production. 
Standardised workers’ clothing is on sale. The number of types 
of butchers’ knives has been reduced from over 100 to eight, of 
chocolate boxes to two. Buttons are standardised in eight sizes 
and four thicknesses. Standardisation of building equipment is 
now complete “except in a few cases where technical develop- 
ment is still important”; steam rollers, tractors, mixers and 
lorries may now only be produced by special permit, which is 
given only for the standard types. The number of barges is re- 
duced from twenty sizes, in four or five qualities each, to four 
sizes, with two qualitieseach. Canal barges are to be standardised 
in four sizes (three of 740 tons, one of 950 tons), Danube boats in 
eleven sizes (previously forty to fifty). A cheap standard re- 
frigerator (the ‘‘ People’s Refrigerator”) has been evolved for 
mass production after the war. 

In the big new mechanisation drive in coal-mining, induced by 
labour shortage, it is said that a quite new multi-purpose machine 
has been designed, the “iron miner.” Control over machine-tool 
production has been tightened up; no production of any kind of 
machine tool may be discontinued, started, or resumed, without a 
specific permit from the Commissar for Machine Production. 
This is partly to exclude “ unsuitable firms.” A special nation- 
wide network of spare parts for agricultural machinery is created 

1 Cf. the previous instalment in the June-September issue, p. 194. 
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to eliminate all hold-ups arising from the difficulty of finding 
suitable spare parts; spare parts now get priority even over new 
machines. Repairs are also, to some extent, held up by the 
compulsion on skilled repairers (plumbers, watchmakers and 
so on) to keep their small shops open for the full hours. Where 
such men cannot find others to look after their shops, this may 
result in “men standing behind empty counters who would be 
much better employed going round and doing repairs ”’ (Volkswirt, 
May, pleading for a relaxation of the opening hours regulations). 


Labour 

Labour conscription is still only sparingly applied. During 
1940 the Exchanges filled 10 million vacancies, only 1 million of 
them by conscription. At the end of 1940: 113,000 women were 
working as labour conscripts, 20,000 of them away from home. 
In March 1941, of 240,000 girls doing their compulsory labour 
year, 130,000 were working on the land, 110,000 as domestics. 
Compulsory vacation work has been introduced for schoolboys, 
schoolgirls and students. Boys have the choice of factory or 
farm; girls go to the armament factories. 

But although direct conscription is still the exception rather 
than the rule, control over the labour market is constantly 
tightened. The Essential Employment Order, prohibiting workers 
from leaving, is extended to the brick industry. A very im- 
portant new ruling by the Labour Courts (in June) is that in general 
workers leaving without the consent of the Labour Exchanges 
may not ask for their Labour books; this amounts to a pro- 
hibition. A Labour book is now also needed by persons working 
on their own account, by members of their families working for 
them, and also by employees earning more than £80 a month 
(since March); these categories, previously exempt, are thus 
brought under direct control by the Labour Exchanges. Every- 
body who changes his job has to report to the Employment 
Exchange, and will be examined for his suitability as trainee for 
the metal trade; this will take precedence of all other jobs he 
(or she) may have secured (March). Only persons working in 
agriculture, mining, chemicals, merchant shipping, railway or 
postal service, other transport, and domestic service, are exempt 
from this far-reaching regulation. 

It is stated that during the six months ending September 1940, 
126,000 workers were allocated to the metal industries for training. 
The number of women trained for skilled work is stated (in March) 
as 100,000 in metals, 50,000 in agriculture, 30,000 in the chemical 

No. 204.—voL. LI. EE 





406 THE ECONOMIC JOURNAL [DEO. 


industries (presumably since the outbreak of war). The building 
“‘ group ’—in co-operation with the Labour Front—has organised 
special training courses for foremen in order to cope with this 
particular bottle-neck. 

The unemployed reservoir is completely exhausted. The 
number of unemployed was 30,000 (in May), but only 10 per cent. 
are considered “‘ capable of work.” In May the total number of 
additional workers found (since outbreak of war) in addition to 
the natural increase is stated to be 3-2 million, composed as follows: 
100,000 German men (brought back from retirement or returned 
from abroad), 300,000 German women (this will soon be greatly 
increased), 1,500,000 foreign men, and 1,300,000 prisoners of 
war “ who have been absorbed in the German economic system.” 

The “‘ combing-out commissions ” } are stated to have resulted 
during 1940 in the release of 480,000 workers, and in 175,000 
workers being entered for training. Since March 1941 these 
commissions have been “considerably increased” in a drive 
organised by the Ministry of Munitions. Firms with a high degree 
of absenteeism are to be particularly strictly treated by the 
commissions. There are complaints, however, that the com- 
missions “overlap” and firms are visited by different com- 
missions, unknown to each other. In further efforts to increase 
output, Stakhanoff has found a German rival (in the so-called 
“Schnurrbusch-System ”). ‘‘ Flying squads” of plumbers, 
electricians, etc., have been formed for urgent repair work. 
Metal firms whose share of skilled workers is above the average 
(by more than 40 per cent.—whatever that may mean) have their 
skilled men taken away and transferred to a “ pool” available 
as a nucleus for new firms starting production. 

The shortage of miners is acute, and the introduction of women 
into the mines to work on the conveyor belts is considered. 
Another particularly acute shortage is in administrative and clerical 
work, and there are warnings against “firms enticing students 
away from their courses.”” To encourage partly disabled or super- 
annuated men to return to work, it is ruled that the disability 
pension or superannuation will continue to be paid to such men. 

Decrees by the Trustees are directed against absenteeism on the 
workers’ part and “ increasing elimination ” of the Confidential 
Works Councils on the employers’ part. 

Women are increasingly used in managerial functions and 
“often found better business men than men.” To facilitate 
women’s work, non-working women are admonished not to shop 

Cf. previous survey, June-September issue, p. 198. 
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between 6 and 7 p.m. or on Saturday afternoon. The recruitment 
of women is still mainly voluntary. Between 1938 and 1940 
the number of women in industry increased by 12-6 per cent. 
(metals + 59-1 per cent., 100,000 more women; chemicals 
+ 67-0 per cent., 30,000 more women; transport + 51-1 per cent.). 
Women represent 10 per cent. of all employed in the metal trades. 
The number of older women increased particularly during these 
two years (35-44 years +- 25 per cent., 45-54 years + 35 per cent., 
55-64 years + 32 per cent., over 65 years + 51 per cent.). There 
are also 25,000 foreign women now employed (May). Of seventy- 
five butchers’ apprentices who passed their “ final” examination 
in a Silesian town, twenty-three were girls; of 120 who passed 
their “ intermediate,” forty were girls. 

Some firms do women’s washing in a special factory laundry, 
or give women on half-day work hot meals to take home for their 
families. Other firms give home work out to “immobile” 
women; “experience has shown that home work is practicable 
even in the metal and electrical industries.’ To encourage half- 
day work, the Labour Trustees have been instructed to arrange 
for holidays with full-time pay ‘even for half-day employees. 
The aim is to make women’s half-day work ‘“‘a pleasant change 
from household drudgery.” 

The shortage of domestics is so acute—owing to the “ astriction 
to the soil” of the agricultural population and the attraction of 
factory and office—that domestics with a good service record with 
large families now receive a public “ dowry subsidy ” as a special 
inducement. 

The number of foreign workers is rapidly increasing. It 
must be kept in mind that the official figures (high as they are) 
exclude Czechs, who are not counted as foreign. The Labour 
Front now (June) publishes six separate newspapers for foreign 
workers. In industries, such as building, where foreigners or 
prisoners are introduced in large numbers, productivity tends to 
drop considerably; bricklayers on time rate, for example, 
manage 200-250 bricks per shift only, as compared with 600 as 
normal. The Minister of Labour, drawing the Trustees’ attention 
to this, recommends piece rates. The foreign agricultural workers 
show an “ increasing tendency ” to seek employment in industry ; 
the Exchanges are instructed to “ discourage ” this and in no case 
to give any help to such persons in finding jobs in industry. 
French prisoners of war are working in a big communal shoe- 
repair depot for 10,000 families who have failed to be accepted 
as “ regular customers ” by ordinary shoemakers. Of the civilian 
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foreign workers (excluding Czechs), 820,000 are (March) in industry 
and 741,000 in agriculture. Of the 820,000 in industry, 380,000 
are in building, 90,000 in metals, 65,000 in mining. 

Because of the drafting of all available juveniles into apprentice- 
ships, an acute shortage of juveniles has developed in unskilled 
occupations. These—now renamed “experience jobs ’’—are in 
future to receive a quota of juvenile workers. Five-sixths of all 
boys leaving school become “ apprentices,” but it is declared that 
“this has not raised the level of apprenticeship.”’ All juveniles 
want to go into engineering; only a limited number is now to be 
admitted, and the rest is to be directed to the “ deficit industries ”’ ; 
agriculture, mining, building, textiles, clerical work and teaching. 

Volkswirt (June) contains a derisory article on “ England’s 
chaotic labour market.’’ The paper says the main mistake, apart 
from the general slowness, is to ‘“‘ magnify unduly the special 
problem of the moment—that of dockers, for example—and to 
treat it without relation to the general problem.”’ The article also 
describes the “ lack of a sufficiently powerful authority,” the way 
in which “the profit motiv handicaps the war effort’ and the 
“‘ many months of haggling during which labour is under-employed 
or pseudo-employed.”’ 


Wages Policy 


The main event of the period is the fixing (in April) of the 
starting salaries of all clerical and technical employees. This is 
the result of an interesting development.. Under the “ wage- 
stop” policy the only chance for employees of increasing their 
salaries is to change their jobs. Thus the wage stop interfered 
with productivity by increasing the transfer of labour and en- 
couraging employers in the “ poaching” of that particularly 
scarce type of labour. With the strict control of the labour 
market, the old employer’s agreement was as a rule necessary 
before an employee could leave his job, and, with salaries below 
their ‘ true market level,” employers, of course, would tend to 
refuse and hang on to their employees. This now gave the “ un- 
scrupulous employee” an inducement to work badly or slowly 
and by every means to provoke the employer to sack him. Having 
thus obtained his employer’s “ agreement,”’ he was free to accept 
a new job at much higher pay. All this loss in productivity as a 
result of the ‘ wages stop’ is openly discussed on the occasion 
of this important new measure. Now the new employer must 
get in writing from the old employer his new employee’s last 
salary and a statement of the type of work done. If the type of 
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job is the same, the salary may not be increased. If the job is 
different, salary may not be higher than that paid for correspond- 
ing work in October 1939. In any case, if an increase in salary 
results, the Labour Trustee must be notified, and may order a 
reduction. If no 1939 salary can be determined for the new 
job done, the new employer may only pay the old salary for the 
first six months. These regulations also apply to changes of jobs 
due to labour conscription. It is interesting to note that Volk- 
swirt (June) demands the extension of these regulations to the 
civil service and to local government, in order to protect industry 
from “ poaching ’’ by government departments. 

The policy of fixing maximum salaries for young workers 4 
was further extended (in March) to engineers, physicists, chemists 
and architects for the first year after their examinations. In view 
of the scarcity of domestic servants, they were included in the 
wage stop (with October 1939 as the “‘ base date ’’), and maximum 
salaries were fixed to prevent “poaching” by rich or small 
families. Maximum salaries range from 18s. a month for the 
youngest and least skilled to £4 for a trained cook; charwomen’s 
maximum pay is 9}d. an hour (or 74d. where food is given). 
The maximum salaries are reduced by 10 per cent. where other 
servants are kept in the household (to discourage large staffs). 

Further tightening-up measures are designed to prevent «vasion 
of the wage stop by fictitious up-grading. Each firm must submit 
its up-grading rules to the Labour Trustee for approval, and each 
case of up-grading outside the rules requires an individual permit 
(April). In July, the Minister warns employers not to evade 
the wage stop by increased rent subsidies. Another decree 
mentions “ open violations ”’ of the wage stop, and the imposition 
of “numerous high fines.”” Among other methods of evasion 
mentioned in a decree by Labour Trustees are excessive travelling 
allowances, free life insurance policies and cinema tickets. 

Permitted wage increases include a special tax-free wage 
increase of £2 a month for labour conscripts conscripted for over a 
year; special separation money up to 2s. 6d. a day to all workers 
away from their homes (previously only for munition workers) ; 
an improvement in short-time workers’ earnings, in so far as they 
may now keep all their earnings from subsidiary occupations. In 
August, overtime rates are fully restored (previously only up to a 
maximum 25 per cent. bonus); holidays are also fully restored, 
with retrospective effect since the outbreak of war, but the em- 
ployers may pay a special “ holiday wage ” instead of granting 

1 Cf. previous instalment, p. 200. 
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the holiday due retrospectively. The greater security of em- 
ployment and immobility of labour is reflected in a growing habit 
of paying wages monthly instead of weekly. 

Polish and Jewish workers are made subject to a special wage 
deduction of 15 per cent. to “ compensate ” for their exemption 
from various contributions. Prisoners of war have 60 per cent. 
of German time rates, or 80 per cent. of German piece rates, paid 
over to their camp authorities; 10 per cent. is deducted as tax, 
and their net earnings are credited after making allowance for 
board and lodging. 

The official figures show average weekly earnings in September 
1940 to be the same as in June 1939. Thus the substitution of 
women for men and the partial cut in overtime pay on the one 
hand and longer working hours on the other hand have cancelled 
out. For the whole of 1940 compared with 1939, average hourly 
earnings are up by 3-4 per cent. and average weekly earnings by 
4-4 per cent. (using the official index, real hourly earnings are 
unchanged, while real weekly earnings are up by 1-1 per cent.). 


Price Control 


For June 1941, the official indices show the following rises 
over the preceding year: wholesale prices are up by 1-8 per cent, 
(the highest increase in the finished consumption goods group 
+ 3-4 per cent.), building costs by 2-9 per cent.,1 the cost of living 
by 2-5 per cent. (food + 1-2 per cent., clothing + 13-8 per cent.). 
Among wholesale prices the major price changes are for all kinds 
of cattle (+ 6~—9 per cent.), coal (+ 11 per cent.), scrap (+ 11 per 
cent.), lubricants (+ 9 per cent.), bricks (+ 8 per cent.). Among 
retail prices: rice (-+ 10 per cent.), vegetables (— 13 per cent.), 
suits, frocks, etc. (+ 19 per cent.), underclothing (+- 9 per cent.), 
shoes and repairs (+ 10 per cent.), household goods (+ 8 per cent.). 

The main event is the ‘‘ skimming-off ” of profits by the Price 
Commissar already mentioned in its administrative aspects. 
The Price Commissar is at pains to explain that the surrender 
of profits is not a “penalty” but a normal entrepreneurial 
contribution to the new policy. The details emerge in the course 
of our period. “‘ Normal profits ’’ are fixed on the basis of capital 
and turnover. For firms which, for example, turn their capital 
over once a year 4-6 per cent. net profit free of income tax is 
permitted on the capital employed (= 7-5 per cent. gross profit), 
to this may be added 1-5-3-5 per cent. for risk premium (according 
to industry) and 1-2-5 per cent. as entrepreneurs’ wage. In 

1 Cf. however, the previous instalment, p- 200. 2 Cf. above, p. 400. 
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April it was made clear that retail firms would not be asked to 
surrender profits unless their turn-over had increased by more than 
25 per cent. over a base period in 1937-38. In May it transpired 
that “‘ profits’ would not include realisation of stocks or other 
parts of the “ substance ” of the enterprise. The final text of the 
law appeared late in June, announced as a “ revolutionary 
novelty,” and “the result of 8 months’ hard work.” The 
scheme applies to trade, banks and independent artisans as well 
as to industry. Generally speaking, the scheme is to result in 
lower prices rather than the surrender of profits. Firms have a 
certain amount of option as to whether to lower their prices or 
surrender excess profits. But where turnover per annum is less 
than £4,000, skimming off is to be by lower prices, not by sur- 
render. In trade, firms with less than £500 profit are completely 
exempt, and excess profits of less than £85 are to be used for 
lowering prices and not for surrender. Firms must make a 
declaration of both their prices and profits, directly to the Price 
Commissar within 6 months of the end of their business year. 
Firms with over £40,000 turnover must make both declarations 
in any case; firms with turnover of £4,000—£40,000 only where 
“excess profits’ have been made; firms with less than £4,000 
are exempt, though the general duty of avoiding excess profits 
applies to them as well. Entrepreneurs are advised to offer 


price decreases because (if their competitors cannot offer similar 
decreases) this shows that their extra profit is a genuine “ efficiency 
rent,’ and will not be considered as surrenderable “ excess 
profit.” By the end of August it was announced that the issue 
of price-declaration forms had been delayed, but that they had to 


be returned one month after issue. Although surrender of profits 


‘ 


is no “ penalty,” it is described as representing in many cases 
“conscience money.” The whole scheme, though extremely 
important, is still not clear either in its outlines or in its actual 
working at the time of writing. 

The Price Commissar has had his hands full in many other ways 
apart from skimming off: 

(1) Fixing of new maximum prices. Retail prices for the new 
standardised protective clothing: 6s. for jacket or trousers 
separately, or 12s. for both together; for furnished rooms, in- 
cluding a basic rent according to quality groups (five such are 
recognised in Berlin), with special charges fixed for extras, use 
of kitchen, etc. ; a maximum margin for wire, according to amount 
bought; wholesale prices for silver-fox furs (from £16 for average 
quality to £28 for best quality) and all subsequent dealers’ and 
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fabricators’ margins; for fowl and venison dishes in restaurants 
(divided in three “ quality groups”’); for vegetable plants (in 
two “quality groups” with fixed bulk rebates); retail priceg 
for shoes (1938 price plus 10 per cent. plus 1s. 7d.); and an in- 
credible mass of other price-fixing (‘‘ detailed precision work,” 
as it is described by the Volkswirt), ranging from the fees for 
lending sacks to sawdust users to the price of red Slovak calf skins 
in Berlin. 

(2) Price stabilisation by reducing taxes and fees. Examples 
of this type of action on the part of the Price Commissar (which 
also illustrates what has been said earlier about his growing 
encroachment on the functions of other Departments) are: in- 
creased price paid to pig producers (about 5s. per cwt.) necessi- 
tated by increasing cost, but retail price stabilised by reducing 
slaughter-house tax by 75 per cent. (from 13s. to 3s.). Price 
of public utility services stabilised or reduced by drastically 
reducing local taxes on public utility companies. 

(3) Intensified price control and prosecutions. In June, the 
Price Control police force was doubled (both regional and local), 
Prosecutions are numerous, and may lead to heavy penalties. 
In March, for example, the Price Commissar announced “ grave 
violations of the price regulations ” in timber supplies to the Army, 
resulting in ‘‘ considerable fines in numerous cases, and in some 
cases even arrest.””. A case made public is that of a consulting 
chemist who charged “exaggerated fees for the results of his re- 
search’; he was fined £2,500 and forbidden all activities as a 
chemist for the duration of the war. 

(4) Prescription of quality of goods to be produced. To stop 
evasion of the price stop by concentration on higher-priced goods 
—supported by what the Price Commissar calls the “‘ craze of the 
consumers” for the high-priced goods—the Price Commissar 
increasingly determines the kind of good to be produced. A 
“ special warning ’’ was issued to pottery manufacturers not to 
neglect the cheap lines, and as a result a “ voluntary commitment ” 
was obtained specifying the percentage of cheap goods in total 
output. In textiles the share of more expensive cloth may not 
exceed the pre-war figure. Similar regulations are issued to 
spirit manufacturers and distillers; at least 50 per cent. of total 
output must be cheap spirits with less than 32 per cent. alcoholic 
contents. Publicans must sell in bottles, and not only by the glass. 

(5) Stopping of evasion of price controls. To this category 
belong such announcements as (in March) that accounting prices 
of vertically linked firms are subject to the price regulations unless 
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the two firms mutually own the majority of each other’s capital. 
Warnings that “‘ unnecessary, undesirable or excessive advertising” 
will not be recognised as cost of production. Warnings to 
auctioneers not to drive up prices for second-hand goods but to sell 
as soon as “ a fair price ”’ is reached (Volkswirt calls this “ difficult 
in practice’). Detailed prescriptions to hotels and garages how 
to publish their charges prominently. The stricter supervision 
of sub-contractors’ charges has already been mentioned. De- 
tailed distinctions of (a) “irrelevant changes” (which do not 
affect price), (b) ‘“ essential changes ” (price must be lowered by 
the savings in cost) and (c) ‘‘ new products ” (price must be fixed 
by the Price Commissar). Definitions of what is and what is not 
a “ fashion model gown ” and registration of firms recognised as 
“ fashion-creating,”’ etc. 

(6) Lowering prices by decree. With the more “aggressive” 
policy of the Price Commissar such measures have become 
increasingly frequent. Examples are: Price decreases ordered 
in May for semi-finished products from light metal alloys (all 
used by the Government). All cartels had to send in by April 15 
proposals of their own as to lowering their prices. Wholesale 
margins in textiles were lowered by 8 per cent. where they were 
in excess of 25 per cent.; the “ absolute ceiling ’’ reduced from 
45 to 40 per cent. (April). Aluminium prices lowered by 44 per cent. 
as from June 1, after being kept constant for four years. Price 
of electric bulbs lowered by from 4 to 18 per cent. (April). Price 
of ladies’ hats lowered by 10 per cent. for hats between £1 4s. and 
£2 8s., by 20 per cent. for hats between £2 8s. and £4. A special 
permit needed for selling any hat for more than £3 5s. Whole- 
salers’ margins for fruit and vegetables lowered from 12 to 10 per 
cent. for small lots (9 to 8 per cent. for large lots); also margins 
for wastage and deterioration during transport lowered by 
1 per cent. (March). 

There are also “ preventive” warnings addressed to whole 
trades; to wine producers and distributors, in view of the poor 
crop (June); to carpet dealers, threatening confiscation of stocks 
in view of “ soaring prices ” (April); and to firms (particularly in 
engineering and textiles) who try to make supply conditional 
upon a “ continued buying after the war ” clause. 

It is interesting, as an illustration of the difficulties of price 
control, to find Volkswirt include the cost of rationing-cum-price 
control itself as a factor making for higher prices. 
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Restriction of Consumption 


A number of further restrictions of consumption came into 
force during the period under review. To restrict consumption 
of wheatmeal (which is said to have increased since the war in 
the course of the “‘ trend towards quality ’’) in favour of rye, the 
country is divided into four zones, according to regional consump- 
tion habits; the amount of wheatmeal is restricted to percentages 
from 60 per cent. in the highest zone (South-Western Germany) 
to 30 per cent. in the lowest (Eastern Germany). Wheatmeal 
must also be mixed with 5 per cent. potato flour and 5 per cent. 
rye flour. The admixture of potato flour in rye flour has also 
been increased from 3 to 6 per cent. Special classes are held to 
teach women to bake with wholemeal rye flour. The basic meat 
ration is reduced from 1-1 lb. a week to 0-9 lb. a week; at the 
same time meat is reduced in quality asfatequivalent to 15 per cent. 
of the slaughtered weight must now be surrendered by butchers. 
The supplementary rations for heavy workers, etc., are also cut 
by 20 per cent. and two meatless days (Tuesday and Friday) 
enforced in canteens and restaurants. The pig population is 
declared to have fallen by 15-20 per cent. 

Apart from these restrictions affecting basic food, there are 
further reductions in the supplies of drinking spirits (to 55 per cent. 
of pre-war) and paper for advertisement purposes (to 50 per cent. 
of 1940; an interesting exemption from the prohibition of sending 
out frequent circulars is the announcement of price decreases, 
to give such decreases an added publicity value). Chocolate 
factories receive about one third of pre-war supplies, but manage 
to produce half the pre-war amount; one out of 275 factories had 
to close down. A new light beer with only 0-5 per cent. alcohol is 
to be produced, but there are reports of “‘ consumers ’ dislike ” 
even of the 6 per cent. “summer beer.’”’ Retailers are ad- 
monished to use their window displays for educative graphs, etc., 
and not “ create desires ’’ or evoke ‘“‘ memories of peace days.” 
The sale of shoes in 1940 was 25 per cent. lower than 1939 (by 
value), but the drop in small shops was much less, because they 
had ‘“‘ more stocks of pre-war shoes than the big chain stores.” 
A licence is now required even for wooden shoes and slippers, 
where a pair costs more than 8s. Shoes from straw and timber 
with soles of impregnated straw are popular. Coal deliveries have 
been curtailed as dealers have now to retain 5 per cent. of their 
supplies and build up stocks. 

Petrol allocated for private motoring was further curtailed 
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by 10-15 per cent. in April. Small cars must be substituted for 
large; drivers travelling alone must change over to motor cycles 
or pedal-bicycles with a motor. Severe penalties are threatened 
for illegal transfer of petrol coupons, and police control of motoring 
is tightened up. Luxury, ornamental or kitchen clocks may not 
be repaired. A licence is now required for used typewriters as 
well as new. Further, because of the overcrowding of spas, 
holidays are “rationed” to 3-4 weeks, with some exempted 
categories. 

The cigarette situation is much the same as here. Production 
has increased by about 25 per cent., but demand is up out of all 
proportion—partly because of the absence of coffee and other 
stimulants. Queues, ‘‘ No cigarettes” notices, registration of 
regular customers, ‘“‘ shop crawling ” and hoarding are the familiar 
symptoms. 

As against this, relaxations are very few: tinned vegetables 
were de-rationed at the end of the winter and existing stocks could 
be freely acquired. In June, bread coupons could be exchanged 
for sugar coupons (in a 4:1 ratio by weight) for the fruit- 
preserving season. A further opportunity of exchanging jam 
for sugar was offered in May. In June the butter ration was in- 
creased by 1 oz. but the margarine ration correspondingly cut. 
The supply of fruit and vegetables in the second war winter 
appears to have been better than in the first. The area planted 
with vegetables has increased by 50 per cent. In addition, 
25 per cerit. of hothouse space must be used for vegetables. In 
Berlin, special training courses were arranged for women allotment- 
holders. On the other hand, the demand for vegetables is said to 
be 24 times the pre-war demand. 

It is said that milk deliveries to dairies in the first quarter of 
1941 were 4-7 per cent. higher than the year before, largely as a 
result of stricter control of dairy-farmers. As a final measure 
of this policy of control, all butter-making apparatus on farms had 
to be surrendered by May to the dairies, which are to keep it 
under lock and key for the duration. Butter production is declared 
to have increased by 30 per cent. to 700,000 tons since the out- 
break of war. The consumption of skimmed milk is 13 per cent. 
higher than in 1933. 

Freezing of vegetables is becoming very important (“iced 
spinach”). Prices are still very high, but are gradually to be 
teduced (by 1942) to the level of tinned vegetables. In 1940 a 
total of 20,000 tons (10 per cent. of the pre-war supply of pre- 
serves) was “ frozen ’”’; in 1941 the figure is to be raised to 100,000 
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tons. Some 250,000 refrigerator plants are to be set up by the 
“German Freezing Service Company,” started by the Controls 
for milk, eggs, fish, meat, fruit and vegetables in co-operation 
with leading manufacturers. Another new method of preserva- 
tion is by a “ lactic-acid” process, though “the consumer will 
perhaps still have to acquire the taste for these sour vegetables.” 
There is to be a great extension of the production of “‘ haws and 
hips,” which is declared to be the richest in vitamins of all 
fruit. 

Evidence of black markets are warnings addressed to farmers 
not to sell to strangers calling at their farms. The confiscation 
of butter-making apparatus is aimed not only at reducing self- 
consumption, but also at reducing supplies to black markets, 
On the occasion of the cut in the meat ration, an official warning 
was issued that meat bought in the black market might be detri- 
mental to health. Egg producers must now deliver 60 eggs a 
year per laying hen (average yield is 70-80 eggs), but 14 hens per 
person in the henkeeper’s family are exempted. This it is said 
will also eliminate poor egg-layers among hens, “ one third of 
which are not worth their feed.” 

In efforts to reduce waste, school-children collecting paper, 
rags, bones and so on, are now ranked according to a point system, 
and the winners get free tickets and other rewards. Some 10 
million children take part in this “ competitive collection.” 
The Winter Help collects unused bread coupons—to prevent 
them being wasted on cakes, etc.—and gives them to “ heavy 
bread-eaters.”” Three “second-hand shoe exchanges” have 
been opened in Berlin, at each of which “‘ twenty pairs per hour 
are exchanged throughout the day”; expert valuers determine 
the value of the shoes exchanged, and only differences are paid 
in cash. There are ‘“ shoe exchanges” all over the country; 
three, for example, in Cologne. 

* As an illustration of the trend towards high quality, the 
biggest Berlin “‘ chain ”’ of fifty-one cheap unit price stores showed 
a drop in turnover by over 43 per cent. in their last business year. 
It is said that ‘‘ consumers neglect even cheap goods of pre-war 
quality, because they are offered at low prices in accordance 
with the regulations.” There is now a statutory obligation on 
shopkeepers to examine “ need ” in the case of all scarce (though 
unrationed) goods. As a result persons who are not “ regular 
customers,” such as travellers, find themselves in a serious plight. 
Even barbers are said to serve “regular customers” only. A 
subsidy is now paid to growers of potatoes for manufacturing 
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purposes; the subsidy is coupled with the obligation to surrender 
a specified quota. 

The clothing card expired on March 31, and there was a 
“terrific buying rush” during the last days of March. Not 
without reason—for on the issue of the new card it became clear 
that coupons from the old card could not be “ carried over.” 
One result of clothes rationing is a boom in cosmetics. ‘‘ Many 
women have shifted over from rationed clothing to the free cos- 
metics, the supply of which seems inexhaustible.” Additional 
points (50 for boys and 40 for girls) are now given to youths from 
13 to 17 (previous year only 14 to 16). Babies’ cards (raised from 
90 to 150 points but point-rating also increased) are given to 
expectant mothers after the fifth month of pregnancy. The card 
for a second child is raised to 150 points (from 100) where the 
previous child is more than 5 years older. Exceptionally big 
children (special entry in clothing card) get articles at the smaller 
number of points corresponding to normal sizes. In May ad- 
ditional ‘‘ mending-material points ’’ were issued to persons in 
certain occupations. In June, by special action to reduce 
supplies, 12 per cent. of all point-accounts were ‘‘ expropriated.” 
Altogether, civilian consumption of clothing is stated to have 
declined by 50 per cent. in volume, and 25-30 per cent. in value. 


Restriction of Investment 


A decree warns builders not to start building under pressure 
from their customers—even if these are public departments—until 
the amounts of all materials needed have been definitely allocated. 
“Some builders have in egotistic manner evaded the building 
stop’ by carrying out non-exempted projects. Such builders 
will not only be criminally prosecuted, but all their labour will be 
taken away from them. Another kind of evasion mentioned in 
May is that builders, engaged on both essential and unessential 
projects, use their normal labour and basic quota on the unessential 
projects, and apply for additional allocation for the essential 
project; ‘‘the necessary reduction of building output is thus 
sabotaged.”” The number of new dwellings begun in the course 
of 1940 is 41,000, the number completed in the course of the year 
115,000. 


Substitute Materials 
It is declared that “‘ buna is now cheaper than rubber, fibre 


wool cheaper than wool, and fibre only slightly more expensive 
than cotton ”’ (Vierjahresplan), but it is admitted that there are 
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* still some differences in quality which require additional cost of 
manufacturing.” 

Among textiles, a new material mentioned is “ cellulose jute.” 
Sacks made from it are “‘ stronger and cleaner’ than jute sacks; 
it is also more elastic than jute. Output in 1941 is to be 20,000 
tons. The output of cellulose wool is now “ sufficient to cover all 
the basic needs of clothing.”’ There are twenty-two cellulose wool 
works, eight of them owned by the Chemical and Rayon combines, 
Many are vertically integrated with cellulose works. In the 
production of cellulose itself, potato leaves are increasingly 
substituted for timber ; potato-growers are urged to collect their 
leaves and paid about ls. 6d. a ewt. Carpets, furnishing fabrics 
and the like are now produced from a new “paper yarn,” 
‘Synthetic yarn” replaces sisal for binder-twine. The flax 
area under cultivation is now 100,000 hectares (5,000 in 1932), 
and it is to be stabilised at this level. 

As for metals, copper boiler tubes on railway engines are now 
replaced by steel tubes. Coins, down to 1 mark, are replaced by 
paper money. The tin contents of welding metal had to be raised 
again, however, to 25 per cent. because the new metal with 
15 per cent. tin proved “‘ unusable and uneconomic.” (Similarly, 
the ‘‘ buna ” contents of “‘ rubber ”’ soles had to be raised again.) 
In May, a special committee was set up by the Ministry of Eco- 
nomics to investigate further possibilities of substituting other 
materials for non-ferrous metals in electrical engineering. It is 
stated that no tinplate at ail is now used in the preservation of 
food, but that iron-plate has been substituted, except for the 
preservation of fruit, milk and a few kinds of vegetables where 
aluminium has to be used. It is also said that the admixture of 
nitrogen saves nickel in many steels (0-15 per cent. of nitrogen 
saving 3—4 per cent. of nickel). 

The chairman of the biggest glass combine has raised the 
question of substitute industries after the war. In his annual 
speech he said that the glass industry in developing substitutes 
for other materials had to put up all sorts of expensive plant which 
“ entitled it to State protection after the war.”’ 


Moneiary Policy 
Revenue continues buoyant, and it is already certain that the 
estimated revenue from taxation and duties for 1941-2 at £2,400 
millions will be exceeded by at least £100 millions. Administra- 
tive “fees”’ will yield £400 millions; the war contributions of 
local authorities £110 millions; payment for occupation costs at 
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least £300 millions; making a total revenue for 1941-2 of £3,300 
millions. Total borrowings during 1940-1 were £3,000 millions. 

The total increase of the revenue from taxation in 1940-1 
over the previous year was £300 millions. Of this the special 
war surcharges on Income and Wage Tax ? accounted for £110 
millions; the special war surcharges on beer, wine, tobacco and 
spirits for £65 millions; the natural buoyancy of direct taxes for 
£110 millions (+ 8-9 per cent.), and of indirect taxation £10 
millions (+ 2 per cent.). Among individual taxes and leaving 
out war surcharges: income tax yielded 18 per cent. more in 
1940-1 than in 1939-40, wage tax 12 per cent. more, corporation 
tax 8 per cent. more; turnover tax (reflecting the decline in 
consumption) was only 5 per cent. higher. 

In August, the Minister, in view of ‘“ malicious rumours,” 
gave an undertaking that there would be no capital levy, no 
increase in the property taxes nor in death duties, nor a “ con- 
fiscation of savings.” The second “loan stock,” resulting from 
the blocking of excess dividends over 6 per cent. in Reich loans, 
and amounting for 1938-41 to £8 millions, was not distributed to 
shareholders (like the first), but is to remain “ blocked ” for 
the duration. The “loan-stock” method is now (August) 
replaced by the permanent and prohibitive taxing of excess 
dividends. The new system embodies, however, certain features 
from the old law (blocking of a certain part of the “ declared 
dividend’ in Treasury Bonds). A company must pay a tax 
equal to half the excess of its dividend over 6 per cent. on a 
dividend of 7 per cent.; at 8 per cent. the tax is equal to the 
excess dividend; it rises to four times the excess dividend at 
12 per cent. How this will affect actual disbursements will 
depend on the degree in which companies use this oppor- 
tunity to disclose the irreserves and increase their capital, 
This they are officially encouraged to do—but partly for fiscal 
purposes (the tax on new capital issues is 10 per cent.). 
Competition is holding firms back, as none wants to move 
first (it being an advantage to use the law in order to reduce 
actual disbursements); so the Central Group issued a public 
appeal to write up capital by new issues. A large number of 
companies have since indicated their intention of raising their 
nominal capital to a level near their true capital. The scope for 
new issues must be enormous; the increase in hidden reserves 
of German companies from 1933 to the outbreak of war is estimated 


1 For a more detailed analysis, cf. The Banker, October, 1941. 
2 Only 9 months in force in previous year. 
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at £800 millions (during the same period new capital issues were 
only £280 millions). Volkswirt, however, names a company as an 
example of unjustified refusal to increase capital. 

The Stock Exchange was thrown into a wild panic (“‘ Black 
Monday ”’) by the announcement of the new law. But as the 
willingness of managements to maintain actual disbursements by 
raising their nominal capital became clearer the Exchange re- 
covered, and the underlying pressure of excess money resulted 
in a resumption of boom conditions. On balance, the share index 
shows a further rise of 10 per cent. over the period. The rise 
since the outbreak of war is 60 per cent. (ranging from 24 per cent. 
for food to 108 per cent. for shipping), and since shares are the 
one really free quasi-commodity, this index is of some interest. 
Towards the end of the period the boom had become so hectic 
again, that special public warnings against “‘ speculation ” were . 
uttered and something like a “‘ quotation stop ”’ was re-introduced 
at the Vienna Exchange. 

The National Debt has now reached £80 per head—starting 
almost from nothing in 1933—about equal to the annual National 
Income. Reassuring statements are frequent that the Debt is still 
only a third of the British figure per head, that there is nothing 
“inflationary ” about a rising Debt, and that the annual charge is 
light because of the low rate of interest. The discount rate was 
further lowered in June (from 2} to 2} per cent.), the whole range 
of short-time rates following suit. Also in June, a Provincial 
Loan (Bavaria) could be converted to a 3} per cent. basis for the 
first time. The maturity of 34 per cent. Treasury Bonds has been 
extended from 15 to 20 years. Rates are now near their possible 
minimum level. Banks are already forced to invest—reluctantly 
—short-term deposits in long-term securities. The assets of the 
big Berlin banks consist now, to more than 50 per cent., of State 
securities. 

As to whether the rise in share values, expanding circulation 
and rising floating debt denote the existence of “ inflation,” 
one writer makes the illuminating comment that ration cards, 
permits, licences and points are now the “ true money.” Money 
has now indeed ceased to be the “ universal means of exchange ” 
(and monetary inflation is therefore something quite different 
from 1923, when money was the means of exchange). The few 
goods—apart from shares—into which money can still be ex- 
changed show heavy rises in prices. During the summer auctions 
of 1941, artistic objects, paintings and scarce stamps are stated 
to have realised four to five times their estimated value. Some- 
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ce 


what illogically, “money hoarders’”’ are attacked as ‘“ war 
criminals,” and in severe cases threatened with hard labour. _ 

Savings deposits in savings banks alone have increased by 
£600 millions during 1940, and continue almost “‘ automatically ” 
at constantly higher levels. There were 2,500,000 new savings 
books issued in 1940. There are savings groups in 20,000 firms. 
Repayments have dropped to 40-50 per cent. of new deposits 
(normally 80-85 per cent.). 

The old controversy about the taxation of depreciation allow- 
ances continues. Volkswirt says they are now “ taxed away at 
an average rate of 50 per cent. like normal profits.’’ The Minister 
of Finance has, however, refused concessions and stated that 
“ exemption would lead to undesirable accumulation of purchasing 
power.” Only “ special war depreciation ” of machine and house 
property may now be deducted for taxation purposes. 

H. W. SmIncER 
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REMARKS ON THE EXPERIENCE IN THE ORGANISA- 
TION OF “WAR ECONOMY ” IN THE U.S.S.R. 


WHATEVER points of view may be held on the Soviet System, 
one fact remains indisputable: that this system has enabled the 
Soviet Government to accomplish, in a comparati\ely short time, 
a large-scale industrialisation of the country and a great re- 
armament scheme, using only internal resources and without the 
help of foreign capital. To achieve such a large-scale industrial- 
isation and rearmament of the country, the Soviet Government 
had already, in peace-time, to resort to such methods of regulating 
the consumption of the population, distributing the material 
resources of the country and redistributing the national income 
as are ordinarily associated with the organisation of a war 
economy. 

Large-scale capital construction in its consumption and 
financial aspects is in many ways analogous to a war economy. 
To carry out capital construction which only in the future can 
result in an increase in the production of consumption goods 
(especially in the building of heavy industry, the results of which 
are visible only after a certain number of years) by internal 
means, without attracting foreign capital for investment, is possible 
only by withdrawing a considerable part of the consumption fund 
from the current national income of the country. The greater 
the amount of labour employed in capital construction, the 
greater is the proportion of consumption goods which must be 
put aside by the population producing them for the consumption 
of that part of the population which is employed in capital 
construction. 

During the Five-Year Plans of industrialisation of the country 
@ very original system was introduced in the U.S.8.R. as regards 
distribution of the material resources of the country, regulation 
of consumption of the population and redistribution of the 
national income, and the problems which have been solved are in 
many aspects analogous to those which arise under conditions of 
war. In spite of the fact that the Soviet economic system of 
organisation of the national economy and the structure of the 
economics of the country are very different from those of other 
countries, perhaps a knowledge of the experience gained in the 
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regulation of the above-mentioned questions in the U.S.S.R. will 
be of assistance in the discussion of the theoretical and practical 
possibilities of elucidating the problems of war economy. 

The aim of this paper is to give a brief account of the main 
measures which the Soviet Government employed in the distribu- 
tion of the material resources of the country, regulation of con- 
sumption and redistribution of the national income; and we 
shall concentrate mainly on the system which existed in the 
period of rationing, because this system was identical with the 
system of war economy. 

The fundamental economic events which occurred during the 
first Five-Year Plan in the economics of the U.S.S8.R. can be seen 
from the following figures :— 
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* Figures for these years not comparable with the other years. 


The number of workers and employees (clerks, etc.) increased 
yearly owing to an increase in the amount of labour employed in 
the heavy industries, building and construction and transport. 
Their money wages also increased, as a result of which the total 
yearly wage-fund of all the workers and employees was nearly 
quadrupled during the period of the first Five-Year Plan, advanc- 
ing from 8-2 to 32-7 milliard roubles. The total population of the 
country also increased. At the same time, however, the output 
of consumption goods did not rise, but, on the contrary, declined ; 
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the import of consumption goods was also reduced; production 
of foodstuffs declined, but the export of agricultural goods 
continued. Since the whole national consumption “ cake” 
diminished, it was not possible to convert the rise in money wages 
into a rise in real wages. In spite, however, of the disparity in 
the development of the production of consumer goods and the 
rise in the purchasing power of the wage-earners, the Soviet 
Government succeeded in increasing every year the revenue of the 
State Budget, and in financing from it a very corsiderable capital 
investment in the national economy. In 1928, 22 per cent. of 
the whole national income passed through the State Budget and 
13-7 per cent. of the national income was invested in capital con- 
struction; by 19311 already 42-9 per cent. of the national income 
passed through the State Budget and 27-7 per cent. was invested 
in capital construction. How was this achieved ? 


1. By Regulation of the Country’s Consumption 


(a) Distribution of the Country’s Production. 

All goods were first of all divided into two main groups, 
known respectively as “‘ market furid ’’ and “‘ non-market fund.” 
The ‘“ non-market ” fund was composed of the goods destined to 
provide for industrial needs, for the requirements of the army, 
for export and for other State-centralised purposes. The “ market 


fund ” was destined for consumption, and was also divided into 
two main groups of goods: “ planned ” and “ regulated ”’ goods, 
The distribution of all the most important goods was planned, 
and the distinction between “‘ planned ” and “ regulated ”’ goods 
consisted in the degree to which their distribution was planned 
centrally. The “ planned” group of goods comprised the more 
important consumption goods and the scarcer commodities, and 
in this group allocation was planned in detail from the centre, not 
only for distribution to the republics and regions, but also to the 
local trading organisations. The “regulated” group included 
goods which were less scarce or less important for the general 
mass of consumers, and the planned distribution of these goods 
was less centralised; goods were allocated only to the republics 
and central trade organisations, and the regional trade organisa- 
tions planned the details of their distribution. 

These groups of goods were not stable. Goods from the 

1 After 1931 the price index ceased to be published in Soviet statistics, and 
the calculation of the national income is published in roubles of the 1926-27 
value. Statistical data concerning the State Budget, investment, wages, etc., 


are published in roubles of current value. Consequently it is not possible to 
compare the figures of national income with the other figures for 1932. 
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“planned ” group were transferred to the “regulated” group 
according to the situation with regard to their production and to 
fluctuations in demand. In addition to these, the “ market 
fund ”’ was divided into the following “‘ funds ” :— 


1. A fund of rationed goods destined to cover the rationed 
supplies of the industrial population. 

2. A fund of rationed goods destined to cover the rationed 
supplies of the agricultural population. 

3. A fund for “‘ commercial trade” for the free sale of 
rationed products and goods in the State trading organisation 
at higher prices. 

4. A special fund for supplying the needs of foreign 
specialists and groups, known as Insnab (Snabzhenie ino- 
strancev = supply of foreigners), and for the conversion of 
foreign exchange into commodities by private individuals, 
known as Torgsin (Torgovlia s inostrancami = trade with 
foreigners). 

By this distribution of the available resources of the country, 
supremacy of supply was assured for non-market consumption, 
for the industrial and urban population and for special branches 
of internal trade. 


(b) Discriminate Rationing of Consumption. 

Rationing, which started in 1929 with the rationing of bread, 
was gradually applied to all goods and products of the first 
necessity, and was based on the principle of discriminate rationing 
according to the different categories of the population. The 
whole country was gradually divided into four sections of towns 
and industrial regions, and the population of these regions, with 
the exception of the peasants, was divided into different cate- 
gories, according to the kind of work carried out.by them. The 
amount of ration was different for the different categories, the 
largest ration being supplied to the so-called “ special category.”’ 1 


1 In this category were included special workers and employees in Moscow, 
Leningrad, Baku; miners in Donbas, Karagand Basin; some categories of 
miners in Kuznetzk Basin; metallurgical workers in Donbas, Dneipropetrovsk, 
Magnitorgorsk, and certain workers in the machine-building industries, chemical 
industries, etc. The difference in rationing is seen from the following examples : 

In Leningrad the monthly ration of sugar for the first category was 14 kg., 
for the fourth category 1 kg. ations for the workers in the special categories 
were calculated to amount to 4,568 calories, for the workers in the first category 
to 3,828 calories, and for the employees in the special categories to only 3,036 
calories. The average for the employees for the whole of the U.S.S.R. was 
2,641 calories. 

Manual workers on an average received 24 kg. of bread per month, other 
workers 12 kg.; meat respectively 4-4 kg. and 2-2 kg., sugar 1-5 kg. and 1-2 kg., ete. 
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The aim of this system of rationing was to supply the most 
important (i.e., important from the production point of view) 
category of workers and employees, or workers in heavy manual 
employment, with the largest possible quantities of rationed 
goods at a low price. 

Further, from 1932 onwards even the distribution of ration- 
cards was arranged directly from the enterprises and offices in 
which this category of workers or employees were employed. 
According to the category to which a worker or employee was 
assigned, he was able to get more or less products at the low fixed 
price. In the largest concerns, special shops—so-called “ closed 
distributors ’’—were also organised, and in these shops only those 
persons who had the permission of the governing body were able 
to obtain rations. In these “ closed distributor ’’ shops, not only 
were the food and other consumer goods supplied at the higher 
rationed rate, but they were of better quality. It was more 
important for the worker or employee at this period to be assigned 
to the special category and to certain shops, than for him to get a 
rise in his money wages. In addition to this, from 1933, in the 
largest enterprises there began to be organised so-called ‘‘ ORS ” 
(Otdely Rabochego Snabzhenya—section for the supply of 
workers), which were allowed to provide food for their members 
by the cultivation of special allotments, poultry, dairy-farming, 
etc. 

With regard to the rural population, the exchange of com- 
modities was organised in the following way :— 

The great bulk of marketable agricultural products was 
delivered by producers to the State at much lower prices than 
those charged in the State trade for the rationed products.* 
Consequently these deliveries to the State at low fixed prices were 
in effect not purchases by the State organisations, but compulsory 
taxation in kind of agriculture. One of the purposes of the 
hurried collectivisation of the peasant-holdings carried out in 
1929-30 was to force the peasants to deliver to the State purchas- 
ing authorities the greater part of their marketable products; 
and the Soviet Government did in fact succeed in raising the 
yearly purveyance of grain, in spite of the fact that gross pro- 
duction in this period did not rise but, in some years, even de- 
clined. In 1939 these deliveries were indeed replaced by taxation 
in kind through fixed quotas of deliveries of agricultural products 


1 For example, in 1932 the State purchasing bodies for the delivered grain 
paid: for 100 kg. of rye—6 rbls. 33 kops., and charged for the same rye for 
making flour a wholesale price of 22 rbls. 20 kops. ; and for wheat the corresponding 
price was 8 rbls. 52 kops. and 27 rbls. 75 kops. 
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to the State. In addition to these centralised deliveries, the State 
and State-controlled co-operative purchasing organisations bought 
a much smaller part of the marketable products by means of 
“decentralised”? purchases, or non-compulsory purchases, at 
somewhat higher prices than those paid to the producers for the 
centralised deliveries. By means of these “ decentralised ” 
purchases, State and co-operative trade aimed at including in the 
State trade the disposable marketable products that remained in 
the hands of agricultural producers. The disadvantages for the 
peasantry of having to deliver to the State agricultural products 
on such conditions, apart from other undesirable features which 
accompanied the collectivisation in this period, were the main 
causes of the reduction in the production of grain in this period. 
In 1933 the Soviet Government was compelled to make conces- 
sions to the peasantry by legalising “ Kolkhoz trade ”—agri- 
cultural producers received the right to sell the remaining products 
at free market prices to the population on the local markets, once 
they had fulfilled their obligation to the State with regard to 
centralised deliveries to the State according to the planned 
requirements. 

The supplying of the needs of the agricultural population with 
rationed industrial goods was carried out on the principles of 
“ Otovaryvaniya ”’ (exchange of goods for goods, but not barter). 
In January 1929 the Commissariat for the Internal Trade of the 
U.S.8.R. published the following order: “ All scarce industrial 
goods which are allocated for supplying the needs of the agri- 
cultural population must be sent to the local distributing centre 
according to the proceeding of the deliveries to the State and 
co-operative purchasing organisations for agricultural products.” 
Out of these industrial goods special stocks had to be reserved 
(about 30-40 per cent. of all goods received) for the needs of the 
poorest peasants who made deliveries to the State and co-opera- 
tive purchasing organisations. The remaining industrial goods 
were distributed among the peasants who delivered the grain to 
the State, but direct barter was forbidden, and also the sale of 
industrial goods for the full amount that was paid for delivered 
products. 

The greater part of the agricultural population was practically 


1 The apportionment of the marketable products was as follows (in per- 
centage of the total) :— 
1932. 1933. 1934. 
Centralised deliveries . - 95-4 88-6 81-1 
Decentralised deliveries . 1-2 1-6 13-6 
Kolkhoz trade . : $ ° 3-4 9-8 5-3 
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excluded from the supply of rationed foodstufis. Only in the 
regions where many industrial crops were produced and in the 
forest regions, was the agricultural population also supplied with 
rationed foodstuffs. Peasants in these regions also had to deliver 
all their products at low fixed prices, and in exchange they received 
rationed amounts of foodstuffs on the differential principle, accord- 
ing to the different groups of producers of industrial crops and the 
procedure of these deliveries, and they were able to buy very 
limited quantities of industrial goods at low ration-prices; for 
supplementary supplies all peasants had to resort to the “ com- 
mercial” trade. In actual fact, owing to the scarcity of industrial 
goods in this period and to under-fulfilment of the demand for 
them in the towns and in the industrial regions,! industrial goods 
were supplied to the agricultural population in very limited 
quantities. 

On the whole, in the period of rationing there existed five 


different prices for the same agricultural products :— 


1. The lowest prices—.e., the prices at which the major 
part of the agricultural products were delivered to the State. 
2. A somewhat higher price—i.e., the price at which a 
part of the marketable products was purchased by the State 
and co-operative organisations in the form of “‘ decentralised ” 


purchases. 

3. A much higher price—i.e., the price at which rationed 
products were sold to the population. 

4. A still higher price—i.e., the price of “ commercial ” 
trade. 

5. “ Kolkhoz trade” prices—i.e., prices at which agri- 
cultural products were sold by the producers directly to the 
consumers on the local markets at the free market price. 


The differences between the prices were enormous.” 

There were two principal aims in organising this system of 
different prices for agricultural products : (1) to keep at the lowest 
level the purchasing capacity of the rural population, and thus, in 


1 The scarcest industrial goods were not supplied regularly even to the most 
privileged categories of workers and employees. According to individual merits, 
diligent workers received special certificates (orders) for the purchase of these 
scarce goods. 

2 For example, prices of 100 kg. rye in 1933 were: 

Delivery price to the State - 6 rbls. 33 kop. 
Ration price (rye flour) - 265 rbis. 
Commercial price( ,,  ) - 465 rbis. 


: 58 rbls. (January) 
Kolkhoz price ( , ) 35 rbls. (December) } Moscow region. 
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the great scarcity of industrial consumption goods, to allot more 
for the consumption of the workers and employees in the other 
branches of the national economy; (2) to accumulate, through 
the differences in prices, part of the purchasing capacity in the 
State Budget, as we shall see below. But before we come to this 
point it is necessary to mention the importance of the “ com- 
munal ”’ or public catering which was a very substantial addition 
to the rationed supplies of foodstuffs for the urban and industrial 
population in this period.1_ Public catering was also organised 
on the differential principle—“ closed restaurants ” existed for 
the use of the workers and employees of particular enterprises or 
administrative institutions, with discrimination in the supply of 
meals to the different categories; there were also restaurants for 
everybody, but in these the meals were supplied at ‘‘ commercial ”’ 
prices. 


2. By Planned Absorption of the Purchasing Capacity of the 
Population 
It is quite understandable that with such a differential system 
of rationing the consumption needs of the different categories of 
the population were very inadequately provided for by rationed 
supplies. Wages of workers and employees in this period varied 


substantially, and expenditure on the rationed products and goods 
absorbed very unequal parts of wages in the different categories. 
In order to make it possible for people to buy a greater quantity 
of necessities than that allowed to their category, and at the same 
time to absorb the available purchasing capacity of the population 
in the channels of State trade, and eliminate the possible extension 
of illicit private trade, the Soviet Government, side by side with 
the rationed distribution of necessities, also organised “‘ com- 
mercial ” trade in the same necessities. As early as July 1929, 
at the same time as rationing of sugar was introduced, a special 
“fund ” of sugar was allocated for free sale to the population, 


1 The total turnover of the towns’ network of “‘ communal’”’ catering rose 
in this period as follows (in million roubles) : 


1929. 1930. 1931. 1932. 1933. 1934. 
471 1,140 2,340 4,172 5,688 5,900 


The total network of ‘‘ communal ’’ catering establishments rose from 6,026 in 
1929 to 30,115 in 1933. In 1932, 70 per cent. of workers of the main industrial 
branches received their big meals in ‘‘ communal’’ catering establishments, 
and altogether, in 1932, meals were supplied on an average to 14-8 million 
persons. Besides those, in 1932, 12,500 eating-houses served for the agri- 
cultural workers and forestry workers, which supplied daily 5,240,000 meals. 





?. 


SER PER ee Ss, 


Foe enna 


ae Eo 
oe 32 


arse 


ee 


PRE ee 


= 
mi 


430 THE ECONOMIC JOURNAL [DEo. 


but at much higher “ commercial” prices. Gradually “ com- 
mercial” trade was extended to other foodstuffs and industrial 
consumption goods. 

Thus workers and employees, according to their categories, 
were enabled to purchase a fixed amount of rationed products and 
goods at low prices, and also to purchase unrestricted quantities 
of the same goods at much higher prices in the State “ com- 
mercial ” shops, or were able to buy the same products at still 
higher prices on the illicit market before 1933 and afterwards on 
the legal “ Kolkhoz” market. ‘“‘ Commercial” trade was also 
the source of purchase for those categories of the population which 
did not receive rationed supplies, especially for the agricultural 
population.” 

Rationing at fixed prices intrinsically includes the presumption 
that a certain amount of the purchasing capacity of the popula- * 
tion will be left unsatisfied. This unsatisfied purchasing capacity 
inevitably results in the purchase of unrationed goods and in the 
rise of their prices. Even if this purchasing capacity is with- 
drawn into the State Budget by taxation or saving (compulsory 
or free saving) and is afterwards spent on the building up of 
heavy industry or on the production of war materials, and not 
on the development of the production of consumption goods, 
there arises only a redistributing of the purchasing capacity of the 
different groups of the population ; and if rationing at fixed prices 
does not cover all necessities, a rise in prices of non-rationed 
products is inevitable. The Soviet Government, consciously 
introducing differences in prices in the different branches of State 
trade, aimed at planned absorption of this unsatisfied purchasing 
capacity of the population in order to accumulate it into the 
State Budget. 


% The percentage of ‘‘ commercial’’ trade of the whole State trade in the 
towns in the different years, changed as follows : 


1930. 1931. 1932. 1933. 1934. 
Foodstuffs ‘ r ° 4-1 1-9 4-9 7°83 . 
Twelve planned industrial 

goods . : mz ee: S 19-9 37-5 39-6 
Cotton textiles . , . 29-0 56-5 64-0 64-3 
Wool textiles . ° . 13-8 30-5 46-2 61-7 
Knitted fabrics . . _ 29-7 77-0 58-5 
Ready-made wear. . 88 6-0 46-3 46-3 


* The number of workers, including their dependents, who were supplied with 
rationed goods was in 1930, 26-0 mil.; in 1931, 33-2; in 1932, 40-3; in 1933, 
39-0; in 1934, 40-3. In 1934, before rationing was abolished only about 70 
million persons, including the agricultural population, received rations of bread 
and other foodstuffs. 
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3. By the Accumulation of a Part of the Purchasing Capacity of the 
Population into the State Budget and the Financing from the 
State Budget of the National Economy and Expenses for Defence 


When the Soviet regulating authorities for internal trade 
fixed the prices for all products which passed through the different 
channels of the State and co-operative trade, they simultaneously 
also fixed the percentage of prices which automatically had to be 
delivered to the State Budget. The Soviet wholesale price- 
system was composed of the following elements : (1) net cost for 
industrial goods or for agricultural products—delivery prices plus 
expenses of the wholesale purchasing organisations; (2) planned 
profit of enterprises; (3) turnover tax. Turnover tax is auto- 
matically included in the wholesale price, and by wholesale organi- 
sation must be automatically delivered to the State Budget when 
commodities ‘are sold to the retail trade organisations. By means 
of the turnover tax all the differences in prices which existed between 
different branches of trade were accumulated into the State Budget. 

We cannot, of course, in this short survey, enter into a detailed 
description of the technique of the fixing of prices for the different 
groups of commodities in the different branches of trade. We 
can only say here that the most centralised schemes were the 
planned prices and the separate components of prices of the 
products and goods which were most important, both from the 
point of view of the development of the national economy and of 
the consumption Budget of the population. The prices of the 
other groups of commodities were planned more in accordance 
with the “ decentralised ” ‘system. 

A certain part of the purchasing capacity of the population 
was also absorbed into the State Budget by means of the State 
loans (see above the figures of State indebtedness), subscription 
to which many times exceeded the saving deposits of the popula- 
tion in the credit system. To make these loans into really long- 
term credit loans, the owner was forbidden to sell them without 
the special permission of the so-called local “‘ committee for the 
assistance for subscription to the State Loan.” (Such committees 
were organised in every enterprise or administrative institution.) 

But we repeat that the turnover tax provided the main part 
of the receipts of the State Budget, and nearly covered, and in the 
last three years of the period of rationing even exceeded, all the 
expenses of the State Budget for the financing of the development 
of the national economy, as well as the expenses for the defence 
of the country, as is evident from the following figures (millions 
of roubles) :— 
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Expense of the State 
Budget. 
Turnover PH 
Catering and Tax. Turnover. On Financ- 
Kolkhoz State of 
Trade). National 

IL. II. I-II. Economy. 





24,725 11,643 
35,504 19,514 
43,403 26,983 s 
54,772 37,615 17,157 
73,722 52,026 21,695 























* Turnover tax was introduced at the end of 1930, and consequently we give 
the figures of the turnover tax only from 193i. 

With regard to foreign trade, the main means of regulation 
were as follows: State monopoly of foreign trade mace possible 
the concentration of exports and imports in the same hands and 
the regulation of both in accordance with the general aims of 
industrialisation of the country. The Soviet Government aimed 
in this period at the maximum possible increase in the exports to 
procure the currency for the necessary imports. Exports often 
took place at the expense of internal needs—even rationed goods 
were exported. To increase the export of industrial goods, some 
enterprises: were assigned only to export production (e.g., export 
of textiles to Iran and Afghanistan), and these enterprises were 
supplied with raw material and qualified workers of the first grade, 
and were subsidised from the State Budget, etc. “‘ Losses”! 
in one kind of export were covered by “ gains ” in others. 

With regard to imports, the policy was to restrict to the utmost 
limit the import of consumption goods and to concentrate on the 
import of capital goods. Since exports and imports were con- 
centrated in the same hands, even the “ loss ’’ on the total exports 
could be counterbalanced by the “ gain ”’ on the total imports, 
and vice versa. The system of depositing abroad large stocks of’ 
exported goods enabled the Soviet Government to obtain short- 
term credits in return, and in fact to convert this short-term credit 
into long-term credit by permanent renewal of these stocks. 


THE RESULTS OF THE RATIONING SYSTEM 


This system of organisation of internal trade, and the systems 
of indirect taxation and State loan policy closely connected with 
it, briefly outlined above, have enabled the Soviet Government, 
even under conditions of great scarcity of production of consumer 
goods (scarcity such that equal rationing for the whole population 

1 Losses and gains were not judged from the ‘‘ commercial ”’ point of view, 


but from the point of view of the value of the import for the prosecution of 
industrialisation and for the strengthening of the defence of the country. 
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would be possible only at a very low rate), to achieve the 
following :— 

1. The assurance of necessary supplies at a low price 
to the categories of population directly engaged in carrying 
out the first Five-Year Plan. 

2. The restriction of the consumption of the other section 
of the population. 

3. The withdrawal of an important part of the purchasing 
capacity of the population into the State Budget, and the 
direction of this to the financing of capital construction in 
the national economy. 

4. The regulation of the distribution of the national 
income and a considerable increase in its capitalisation. 


The system was, however, accompanied by many unsatisfactory 
features :— 


1. Internal trade degenerated into a mechanical dis- 
tribution of available goods without consideration of in- 
dividual demands. 

2. It was one of the causes of the deterioration in quality 
and choice of goods. 

3. The rouble lost the property of a universal unit of 
value, as its purchasing capacity depended on the category 


of its owner. This resulted, among other things, in con- 
siderably complicating the regulation of wages, because the 
real wages depended not only on the nominal value, but on 
the category of the owner. This also complicated the 
calculation of net prices in the enterprises. 


TRANSITION TO THE NoN-RATIONING SYSTEM 


All this led to the liquidation of the rationing system. The 
transition to the non-rationing system was gradually prepared. 
The quantity of industrial consumption goods and, to a lesser 
extent, of food, was gradually increased for sale in ‘‘ commercial 
trade,” the price of which was gradually lowered. Parallel with 
this, the price of rationed goods was gradually increased and the 
quantity of rationed goods gradually diminished. In this way 
the difference in price between goods in rationed and in “ com- 
mercial trade ’’ was evened out and the basis for the introduction 
of a uniform price was prepared. 

The wages of the workers and employees in the categories 
which were favourably rationed were gradually raised, and in this 
way their losses due to the diminishing supply of rationed goods 
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were partly made up by increasing the possibility for them to buy 
in “‘ commercial trade.” 1 

This process of transition was ended in 1935 by the liquidation 
of the rationing system, first for bread, and afterwards for all 
goods in turn. But after its abolition the essential principles 
which were worked out during the functioning of the system were 
preserved—the principles of the regulation of the consumption 
of the population and capital accumulation in the country by 
means of the regulation of prices. 

In 1935 the following measures were introduced :— 

The rationing of bread and “ commercial trade ’” were both 
liquidated. A uniform price for bread, and later for meat and 
other products, was fixed, which differed only according to 
different geographical regions. This price was fixed at a level 
lower than the last existing “‘ commercial price,”’ but higher than 
the last existing rationed price. This rise in price affected the 
low-paid category of workers and employees most, but this effect 
was partly mitigated by simultaneously increasing their wages.* 
The Soviet Government, however, retained the system of differ- 
ential price regarding the purchase of agricultural products after 
the introduction of the uniform price for foodstuffs and industrial 
consumption goods. The producers o: agricultural products 
(Sovkhoz, Kolkhoz, Kolkhoz Farmers and individual peasants) 
after the liquidation of the rationing system, continued and 
continue up to the present, to deliver to the State purchasing 
organ, the major part of the marketable surplus of agricultural 
products at low fixed prices. The remaining part of the marketable 
surplus of agricultural products is still partly purchased by the State 
at a somewhat higher price—so-called “‘ decentralised deliveries ” 
(this price was from 10 to 30 per cent. higher than the price of 
obligatory deliveries)—and partly sold by the producer at the free 
market prices on the local Kolkhoz market. The disparity between 
the prices at which the State purchases and sells the agricultural 
products is still very great. By means of the turnover tax, this 
“monopoly profit ’”’ has accumulated in the State Budget. The 
following figures show the changes which have occurred in the 
State Budget during the transition from the rationing system 
to the unrationed trade. 

1 This process of readjustment did not proceed smoothly and straight away 


but developed in a zigzag course. 

* For the increase of wages, 4,200 million roubles were alloted from the State 
Budget—.e., about 10 per cent. of the whole yearly wage-bill of all workers and 
employees. The average yearly wage increased from 1,858 roubles in 1934 to 
2,269 roubles in 1935. 
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Milliard Roubles. 1936 

(+ or —) 
compared 
1934. 1935. with 1934. 








Total revenue of State Budget . ‘ 50-816 67-428 + 16-612 
From which : 
Revenue from turnover tax ss x 37-675 52-167 + 14,492 


In which : 
Turnover tax from heavy industry . 4-063 4-600 + 0-536 
Turnover tax from light industry - 3-933 2-495 — 1-438 
Turnover tax from timber and lumber 

industry 0-396 0-183 0-212 
Turnover tax from food industry : 13-738 13-549 0-189 
Turnover tax from Commissariat for 

Delivery, CNK, S.S.S.R.* (from sale 

of agricultural products to igh sei 

tion) . 4-340 24-000 
Turnover tax from commercial trade . 8-362 5-450 
Turnover tax from co-operative trade 1-567 1-321 














* Soviet Narodnykh Commissarov, U.S.S.R. (Council of the Peoples’ Com- 
missars of the U.S.S.R.). 


The rise in the price of bread and other agricultural products 
during the liquidation of the rationing system resulted in an 
enormous increase in the revenue from turnover tax from this 
trade. This increase, as is seen above, amounts to more than the 
increase in the total revenue, and covers the losses in revenue from 
turnover tax from the other sources. 

The decrease in the revenue from turnover tax from other 
sources was due, not to a decrease in the turnover in these branches 
of trade, but to the rise in the cost price, due to the rise in nominal 
wages, the rise in the price of industrial crops and other increased 
expenses connected with the abolition of rationing. Consequently, 
even from the largest turnover these branches were able to pay 
only a small amount of turnover tax.} 


1 The average rate of turnover tax from different sources may be seen from 
the following figures for 1935 :— 





Milliard Roubles. 





Amount of 


Taxable 
Turnover. — Percentage. 





Total turnover from retail trade . 108-547 52-167 48-0 
From which : 
peg arene ° ° ° 19-755 5-272 26-6 
ight ; 12-403 2-518 20-3 

2-286 0-218 : 
ry ‘ 19-548 9-734 
Trade 1 in agricultural products . 25-030 20-729 
Spirits . i é é 7-302 5-998 
Co-operative . a . ‘ 8-795 1-364 
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PRESENT SYSTEM 


Thus, since the liquidation of the rationing system, the 
following system of prices still exists in the U.S.S.R. :— 


(1) Lowest price—.e., delivery price of a fixed amount of 
agricultural products, which has the character of taxation 
in kind. 

(2) A somewhat higher price—i.e., the “ decentralised 
purchase ” of agricultural products by the State organs from 
the producers. ' 

(3) A much higher price—i.e., the price at which agri- 
cultural products and industrial consumption goods are sold 
to the population. 

(4) Prices approaching the level of (3)—i.e., the free 
prices on the local Kolkhoz market, in which peasants are 
permitted to sell the remaining marketable products after 
fulfilment of their obligatory deliveries. 


This system of prices, closely connected with the turnover 
tax, enables the State to continue to control the consumption of ° 
the population without resorting to rationing, and to force the 
population to “save” part of the national income for further 
investment in the national economy. 

The principles of the mechanism of this regulation through 
price are very simple. Low prices for the chief mass of the 
marketable agricultural products purchased by the State from 
the producers keep the purchasing fund of the rural population 
at a low level. This is necessary because the production of in- 
dustrial consumption goods still lags behind the rise in the total 
wage-bill of workers and employees, due to the continuous invest- 
ment in heavy industry, the increase in its production and, during 
the last years, to the greater expenditure of the war industry. 
The prices of all consumer commodities are regulated in accordance 
with the changes in the purchasing capacity of the population 
and with the changes in production of these commodities. When, 
for some consideration or other, prices are raised without any 
change in the cost price, the increased “ profit” is drawn auto- 
matically into the State Budget by raising the rate of turnover 
tax. The lowering of prices can be achieved either by reducing 
the cost price or by reducing the rate of turnover tax. As the 
turnover tax is included in the price of all commodities, this tax 
procures the basic revenue of the State Budget, and is one of the 
methods of compulsory “ saving” of the population. Most of 
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the expenditure for investment, as in the period of rationing. is 
still financed by the revenue from this tax. 

The main events in the economics of the U.S.S.R. during the 
period 1932-40 are evident from the figures in table on p. 437. 

From those figures it is evident that the main processes in 
the national economy were interconnected in the same way as 
during the rationing period. Unfortunately, the index of prices 
has not been published in Soviet statistics since 1931, while some 
data are published in the current prices and others in the so-called 
prices of the 1926-27 value. Since during this period big changes 
occurred in the level of prices, the above figures do not represent 
the real dynamic. Especially questionable are the figures con- 
cerning the rise in the national income, in spite of the fact that 
they are calculated on the basis of the 1926-27 prices, because its 
dynamic is not confirmed by the other index in the development 
of the national economy. 

From these figures, however, it is evident that in the period 
following the abolition of the rationing system the greater part 
of the purchasing capacity of the population was drawn into the 
State Budget by means of the turnover tax and State loans, and 
from. the State Budget was directed into investment in the 
ne.cional economy and into the building up of the defences of the 
country. 

The Soviet Government, by means of the system outlined 
above—regulation of price, indirect taxation and State loans— 
still continues, as in the period of rationing, to control the con- 
sumption of the population, and, to a great extent, the disposal 
of the national income. But in this period the investment in the 
national economy accomplished in the period of rationing and 
current investment resulted, not only in the development of pro- 
duction of heavy industry and in the strengthening of the defences 
of the country, but also in a rise in production of agricultural 
products and industrial consumption goods, and in a rise in the 
standard of living. 

ALEXANDER BayKov 


Birmingham University. 


P.S.—Some of the material used in this article was taken 
from the MSS. which were prepared by me for the National 
Institute of Economic and Social Research. I am indebted 
to the Institute for permission to use this material.—A. B. 





TYPES OF WAR INFLATION 


I 


Tue term inflation has from time to time been given many 
different meanings. It would be idle to dispute which of them 
is the “right” one. For the present purpose I shall say that 
inflation exists when money income is expanding more than in 
proportion to income-earning activity; + which implies that, if 
this activity is not expanding at all, inflation is taking place to 
the whole extent of whatever expansion money income may 
undergo. In the early stages of a war some expansion of income- 
earning activity is certain to occur. Between September 1939 
and September 1940 I estimated—or guessed—that it had 
amounted here to between 5 per cent. and 10 per cent. The 
corresponding figures at the present time (August 1941) may be 
10 per cent. and 15 per cent. When tke war machine has 
got into its stride there is little room for further expansion of 
this sort; for, while no doubt more labour and capital will be 
coming into work in the war industries, this is likely to be offset 
by decreases elsewhere. From now onwards, we may fairly 
presume that practically the whole of any expansion of money 
income that occurs will be inflationary expansion. In what 
follows, therefore, I shall regard expansion and inflation as much 
the same thing. 

There are a number of ways in which the immediate deter- 
minants of the size of a community’s money income can be 
described. One convenient for the present purpose—I do not 
claim that it is better than others—is to say that money income 
depends on how large is the stock of money—bank balances and 
notes and coins outside the banks—and upon what proportion 
people on the whole find it convenient to maintain between their 
money incomes (per annum) and their money balances. Aggre- 


1 Alternatively we might define inflation as expansion more than in propor- 
tion to output, which would imply that, if productivity increased through im- 
proved technique while money income remained constant, there was deflation. 
In either definition there is an arbitrary element, because some form of quantity 
or price index number has to be used. With my definition variations in the 
quantity of various sorts of capital as well as of various sorts of labour at work 
have to be brought into account. This definition accords with suggestions made 
by Mr. Hawtry in his paper on ‘“‘ Money and Index Numbers ”’ read before the 
Statistical Society in 1929 and reprinted in The Art of Central Banking. 
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gate money income will be increased by 10 per cent. either if the 
stock of money is increased by 10 per cent. or if the proportion 
of money income to stock of money is increased by 10 per cent. 
Inflation can only come about as a concomitant of one or other 
or both of these types of change. It may be that in war-time, 
in their eagerness to respond to the State’s demand for loans, 
people will be ready to reduce the amount of real value that 
they have been accustomed to hold in the form of money balances, 
choosing to hold some of the real value previously so held in the 
form of Government securities. This action on their part, if it 
takes place, carries with it an increase in the proportion of 
money income to money stock, and so an increase in money 
income, even though the stock of money is unchanged. On the 
other hand the uncertainties of war-time may enhance the desire of 
many persons for liquidity ; and this will have an opposite effect. 
There is no @ priori ground for holding that either of these two 
influences is likely to outweigh the other, and, as regards the 
present war, such a@ posteriori evidence as there is suggests that 
they have so far about balanced.1 Subject to what will be said 
in Section IV, I shall suppose that this balance is maintained, 
which implies that inflation only takes place in company with 
additions to the stock of money (roughly bank deposits) propor- 
tionate to the expansion of aggregate money income.? 

On this general basis there are to be distinguished two types 
of inflationary movement, the difference between which has not, 
I think, hitherto been sufficiently emphasised. As it is con- 
venient to have names for them, I shall speak in the one case of 
wage-induced, in the other of deficit-induced inflation. These 
names are not very satisfactory, but I cannot think of better 
ones. It may, of course, happen that both types of inflation 
are present together. But it is necessary to study them separately. 
I shall first discuss the former type somewhat briefly, and then 
undertake a more elaborate discussion of the latter. 


II 


Wage-induced inflation comes about as follows. Wage- 
earners in war-time may ask for increases of pay to offset rising 
prices when these are due to diminished productivity. This, it 
must be clearly understood, is quite a different thing from the 

1 Cf. post, Section V. 

2 This supposition relieves us from the need of distinguishing from the rest 
creations of new money that merely offset contractions in the income-velocity 


of money, or, in other language, savings that offset new savings held by the 
public in the form of idle balances. 
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diminished production of civilian goods which results from 
resources being diverted away from them to war uses. So long 
as no new money is created, that does not make the prices of 
civilian goods rise, because, to match the decrease in goods, 
there is a corresponding decrease in income available to spend 
on them. Diminished productivity is diminished yield of goods 
per given quantity of resources engaged in producing them. It 
is bound to come about in war-time on account of the forces of 
destruction and obstruction which are then let loose. This is 
particularly true in a country like England, where a great deal 
of what people consume is produced, not directly, but indirectly 
by means of exports exchanged for foreign goods brought here in 
ships. If 10 per cent. of our imports are sunk on the way, this 
means in effect that the efficiency of productive resources engaged 
in making the exports with which to buy them is reduced by 
10 per cent. Now in war-time it is proper to assume that 
increased wage rates will not be allowed to evoke unemploy- 
ment. In these circumstances wage rises enforced to offset price 
rises brought about by diminished productivity are a cause of 
new money being created, and so of a rise in money incomes 
and prices. If money wages are raised again to offset the price 
rises, the same effect is repeated; and so on for ever. This is 
the vicious spiral. 

It is important to realise that this type of inflation may arise 
and develop even though the Government is financing the whole 
of its expenditure out of taxes and loans from the public (not 
themselves financed by new money)—what the Chancellor of the 
Exchequer, conveniently—despite the fact that all savings, if 
savings at all, are genuine—calls “‘ genuine” savings. It cannot, 
therefore, be estopped by the Government refusing to finance itself 
by creations of new money. Granted that full employment is to 
be maintained, the forcing up of money wages in the way described 
above must lead to higher costs, and so to larger incomes backed 
by new money which, if it is not created for the Government, 
must be created for private persons. The only way in which 
this type of inflation can be estopped is by stopping the upward 
race of wages against prices. What, then, is a Government con- 
fronted with this situation to do? Some critics claim that the 
problem is simple; increases in money wage rates have merely 
to be forbidden by law. Provided that no new money is being 
created for other reasons, this will, n> doubt, accomplish its pur- 
pose. But if, in spite of wage stabilization, new money has still 
to be created to put the Government in funds, with the result 
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that aggregate money income rises, to prevent wage-rates from 
rising to balance that would mean mulcting wage-earners for the 
benefit of non-wage-earners. Clearly that is politically out of 
the question. Nor is it really practicable to allow at all events 
the poorest class of wage-earners to suffer even those cuts in 
real income that are the “ natural” consequence of a war- 
induced decrease in productive efficiency. The State can only 
hope to prevent increases in money wage rates if it either makes 
grants to specially poor persons (e.g., through children’s allow- 
ances), or, by means of subsidies, prevents the prices of things 
in respect of which productive efficiency has diminished from 
being raised in correspondence with their money costs. Either 
of these policies entails State expenditure. If this expenditure 
can be financed out of genuine savings—so called—the infla- 
tionary movement is successfully estopped. Suppose, however, 
that it has to be financed out of new creations of money. Then 
wage-induced inflation is estopped and deficit-induced inflation 
substituted for it. There are two advantages in this. First, 
even if the deficit-induced inflation is in no part cancelled by 
increased contributions to the Government from genuine savings, 
the amount of new money that has to be created, which is the 
same at the outset as the amount that had to be created under 
the supplanted wage induced-inflation, will remain constant, 
whereas that amount would grow continually larger, because 
wage increases entail price increases, which in turn lead to 
further wage increases. Secondly, deficit-induced inflation can 
be arrested by filling up the deficit, whereas wage-induced infla- 
tion, unless the chasing of wages after prices is prevented, cannot 
be arrested by any means whatever. 


IIl 


Turn now more particularly to defieit-induced inflation. In 
war-time the Government is bound to undertake very large ex- 
penditure for war purposes. It endeavours to raise funds to 
meet this expenditure by taxes and loans (not themselves financed 
by new money) from the public. It may happen, however, that 
the public, being unwilling to reduce its consumption and private 
investment sufficiently far, does not provide it with enough 
funds. To fill the gap it possesses itself of new money created 
for it by the banks, with which it is able to obtain control of 
whatever share of these resources it chooses. So long as Govern- 
ment expenditure exceeds the yield of taxes and loans (not 
themselves financed with new money) from the public, more and 
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more new money has to be created and the upward movement 
of money income must continue. 

An inevitable concomitant of this is a rise in the money rate 
of wages. Up to a point that rise is a pure defence mechanism 
through which wage-earners, when aggregate money income is 
moved up, secure that their own money income shall rise in the 
same proportion as other people’s, thus preventing real income 
from being transferred from them for the benefit of non-wage- 
earners. This sort of rise is not either itself a cause of new 
money being created or a secondary stimulus making the amount 
created larger than it would otherwise have been. Thus, if 
aggregate money income is raised by 10 per cent. through the 
creation of new money, the fact that wage-earners’ incomes are 
raised by 10 per cent. along with the rest, instead of other people’s 
being raised by more than 10 per cent., has no tendency to evoke 
yet more new money or to cause aggregate money income to rise 
again.! The wage movement is thus entirely different both in 
character and in effect from that which lies behind wage-induced 
inflation. 

So much being understood, this type of inflationary process 
may be depicted very roughly as follows. The money income per 
annum of this country has for some time stood at about twice 
the amount of the money stock. In accordance with our assump- 
tion, we postulate that this fraction is not to be increased. Thus 
money income for six months and money stock are equal. Sup- 
pose that, for some reason, the Government find it necessary to 
get control, and to maintain control continuously, over some 
defined fraction of the productive resources of the country 
through the creation of new money. Since the new money 
created in any six-monthly period increases money income in 
that period by an amount equal to itself, this entails that the 
amount of new money created in the successive six-monthly 
periods must become progressively larger; otherwise the succes- 
sive creations would yield control over decreasing fractions of 
the country’s productive resources. The implication of this for 
money income can be found without difficulty. Thus, suppose, 
to take an extreme case, that a Government at war finds it neces- 
sary to take command, by issues of new money, over one half of 
the real resources of the country. ~. -rder to do this it must 

1 If manufacturers’ margins in industries producing for the Government are 
controlled, this has the effect of keeping down money income and the need for 
creations of new money. A rise of money wage-rates in those industries would 


not, therefore, merely serve to maintain for wage-earners the proportionate share 
of real income previously enjoyed by them. 
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create in the first six months new money equal to the originally 
existing stock; in the second six months new money equal to 
the stock existing in the first six months, and so on. Thus 
money income must double every six months; standing after 
two years of war at 16 times, after four years at 256 times its 
original amount. There is a very simple formula by means of 
which this result can be generalised. The formula is given in 
the appended footnote, and illustrations of its application to 
particular cases in the following table. 








I. ¥. III. IV. 
Proportion of the 
Country’s Real In- Number of Times | Number of Times 
come that is bein, , (approximately) | (approximately) 
Collected by oy a og that Money In- | that Money In- 
Government wied b wa come is Multi- come is Multi- 
through the > plied in 2 Years | plied in 4 Years 
Creation of of War. of War. 
New Money. 
fs 8 16 256 
x 3 5-1 25-6 
vs 4 4:1 17-7 
t yr 3-2 9-9 
ty 4 2-4 5-8 
4 ts 2-1 4:3 
t fy 1-7 2-9 
vy 4 1-5 2-3 
vs ir 1-2 1-5 
4 sy 1-1 1-2 














If we put the proportion of the country’s productive resources 
that our Government in such a war as this needs to control 
altogether at three-fifths—probably not far from the actual figure 
—the second column of the table gives the proportion of Govern- 
ment expenditure financed by creations of new money corre- 
sponding to the proportions of total expenditure so financed that 
are set out in the first column. It then appears that, on the 
assumptions underlying the table, a Government which obtains 
continually one-third of its real requirements for war by creations 
of new money, would thereby cause money income to multiply 
itself by nearly two and a half times in two, and by nearly six 


1 If be the fraction of the country’s real income continuously absorbed by 


the Government through the creation of new money, and r be the number of 
six-monthly periods during which this has happened, money income will stand, 





x4) times its original amount. In 
this method of attack certain assumptions are involved which are very unlikely 
to be realised in practice. But the substitution of alternative more complex 
and perhaps more plausible assumptious makes much less difference than might 


at first sight be supposed. 


on the assumptions here adopted, at ( 
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times in four years. If it only obtained a sixth of its require- 
ments in this way, money income would be raised 50 per cent. 
in two years, and some 130 per cent. in four; while it could 
obtain as much as one-twelfth, say 8 per cent., without money 
income rising by more than 20 per cent. in two years and 50 per 
cent. in four. 

The situation the implications of which I have been analysing 
is, as was said above, one in which a Government at war finds it 
necessary to get and maintain control continually over some 
defined fraction of the productive resources of the country 
through the creation of new money. Is such a situation likely 
to be realised in fact? It will be realised if (1) the proportion 
of productive resources required by the Government that is 
obtained otherwise than through the creation of new money is 
constant; and (2) the proportion of the country’s productive 
resources that is required by the Government in the aggregate 
is constant. There is some reason to think that in actual 
conditions the former proportion will be a rising one. For, as 
money income expands, the proportion of income that has to be 
paid over in income tax increases on account of graduation; 
and, at the same time, the proportion of income that people are 
able to spend on any goods the quantities of which are limited 
and to which maximum prices are assigned—a rival to loans to 
Government—decreases. These influences are offset to some 
extent by the facts (1) that, if they have to hand over more in 
taxes, people tend to hand over less in loans, and (2) that, if 
incomes, and so wages, go up, it is difficult to refuse permission 
for higher maximum prices. The maxima may, indeed, be kept 
down through additional subsidies; but, if this is done, the 
proportion of resources controlled by Government altogether, 
and so pro tanto the proportion controlled through the creation 
of new money, has to be increased. Still, on balance it seems 
probable that, as money income increases in consequence of the 
creation of new money, the proportion of income handed over 
to the Government through taxes and loans from the public 
will also increase, so that, if the proportion of real resources to 
be commanded by the Government remains constant, the pro- 
portion that it needs to control through creations of new money 
will be in some degree a falling one. On the other hand, experi- 
ence strongly suggests that, as a war progresses, the proportion 
of the country’s resources which the Government wants to con- 
trol in all ways together will continuously increase. This tends 
to make the proportion of the country’s resources that the 
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Government requires to control through creations of new money 
a rising one. We have no means of deciding to what net effect 
these conflicting tendencies will work themselves out. If the 
above proportion is a falling one, the figures in the third and 
fourth columns of my table corresponding to any given initial 
proportion will be too high; if a falling one, too low. 

However this may be, the task before a Government desiring 
to estop deficit-induced inflation is in principle a simple one. It 
needs to obtain more money from the public by taxes or loans— 
taxes or loans, as I have said several times, not themselves 
furnished by the public out of new creations of money. To this 
end it may obstruct, through systems of rationing, priorities, 
licences, prohibition of new private capital undertakings, and so 
on, alternative uses for private funds. By issuing various types 
of war loan adjusted to the tastes of different classes of people, 
it may make as attractive as possible the use into which it wishes 
them to flow. It may—though there is much to be said against 
this—offer high rates of interest. It may appeal to patriotism 
and adopt all manner of propagandist devices. About the detail 
of what it can most usefully do there may well be differences of 
opinion. But the broad lines are plain. 


IV 


Our analysis so far has been built on the assumption that 
the money income per six months is throughout equal to money 
stock. But, if money incomes move up at more than a certain 
speed, and if prices do the same, this assumption will not hold. 
People become distrustful of money; there is a flight from it 
into goods. This implies that money incomes increase faster 
than the stock of money. There is a fever, which, so to speak, 
feeds on itself; every rise in prices, entailed by rising income, 
carries with it more distrust, a more rapid flight from money 
and a further rise in incomes and prices. This cumulative move- 
ment is still inflation. But it is a specially virulent type of it, 
deserving a special name. It has sometimes been called gallop- 
ing inflation. After what degree of severity a primary inflation, 
whether wage-induced or deficit-induced, will turn into galloping 
inflation depends on the temperament and past experience of 
the people concerned; it is probable that a much lower degree 
of severity would have sufficed in Germany in the later twenties 
than would have been required in the United Kingdom, whose 
currency had passed relatively unscathed through the war and the 
peace. Even here a primary inflation, no matter though it were 
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associated with a fairly substantial increase in activity and out- 
put, that involves a doubling of money income in two, or a 
quadrupling in four years of war, would be dangerous. On the 
other hand, with one involving a 50 per cent. rise in money 
income in two years and 100 per cent. in four, there would be 
no risk-of the price inflation beginning to gallop. This implies, 
on our assumptions, that, with a deficit-induced inflation, there 
would be no great risk, so long as the proportion of its require- 
ments, for financing which the Government relied on new money, 
remained of the order of 10 per cent. 


V 


It is idle to pretend, as is sometimes done, that in this war 
up to the present we have had no inflation. There has been 
inflation—expansion of money income over and above the 
associated expansion of income-earning activity. We cannot, 
indeed, make exact calculations in this matter. But there are 
some relevant data. Thus the very careful estimate made in 
the Government White Paper (Cmd 6261) makes the national 
income of 1940 1-26 times that of 1938; and that of the second 
six months of 1940 1-08 times that of the first six months. More- 
over, there is a very striking accord between these figures and 
the figures for the deposits of the nine clearing banks. The 
average monthly amount of these in 1940 was 1-24 times the 
corresponding amount in 1938; while the average monthly amount 
for the second half of 1940 was 1-09 times that of the first half. 
This parallelism gives us some a@ posteriori warrant for treating 
variations in deposits as a reasonably good index of variations 
in income—a proceeding which is also reasonable a priori. The 
average of these deposits in the first half of 1941 was 1-30 times 
that of the first half of 1939. It is not unreasonable, therefore, 
to infer that there has up to date been a war-time expansion of 
money income of the order of 30 per cent. In the first para- 
graph of this paper I guessed that war-time expansion of income- 
earning activity to have been between 10 per cent. and 15 per 
cent. If this is correct, war-time inflation, as here defined (August 
1941), is of the order of 20 per cent.—a figure consonant with Mr. 
Bevin’s statement that rates of money wages on the average rose 
some 21 per cent. between September 1939 and July 1941. Is 
an inflation on this scale a serious evil? Pro tanto, no doubt, 
any degree of inflation is objectionable in that it constitutes in 
efiect a proportionate tax on all incomes, whereas it is generally 
agreed that better-to-do people should contribute larger pro- 
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portions than poorer people on some sort of graduated scale. 
Moreover, it hits with special severity persons whose incomes 
do not share in the general upward movement—the holders of 
debentures as distinguished from ordinary shares and the re- 
cipients of kinds of earned income which it is exceptionally 
difficult to raise—e.g., University professors! But these dis- 
advantages do not amount to very much when inflation is of 
only a mild degree. Moreover, inflationary finance is in any case 
not wholly injurious. The budgetary problem at the end of a 
war is much simpler if money incomes have been raised to a 
higher scale than before. After the last war, for example, the 
Chancellor’s task of devising taxes to provide interest on internal 
debt would have been much more awkward than it was if our 
national money income had still stood at the pre-war level of 
some 2,000 millions plus the debt interest (which counts as 
income for tax purposes), instead of at the post-war one of per- 
haps 3,500 millions. For an inflation that reaches the galloping 
stage there is, of course, nothing to be said. As the experience 
of Germany and other countries in the 1920’s abundantly showed, 
it is a harbinger of chaos. If it were to set in during the actual 
course of war, it might well entail disorganisation so serious as 
to make military victory impossible. But an inflation of the 
order of 20 per cent. after nearly two years of war carries no 
threat of this kind. It is certainly not a serious evil. If—and 
it is an important if—we continue in this field to do as well as 
we have done hitherto, the Chancellor of the Exchequer and his 
collaborators will have no reason to be dissatisfied.* 
A. C. Pigov. 

King’s College, 

Cambridge. 

1 P.S, (October).—The clearing banks’ deposits in September had risen by 11 


per cent. above the June figures. So large a rise in three months is prima facie 
somewhat disquieting, but there may be special explanations. 7 





SOME REMEDIES FOR POST-WAR UNEMPLOYMENT 


THE economic and social problem rm st discussed in Britain 
during the years 1920-39 was unemployment, and throughout 
that period it remained unsolved. The number of unemployed 
workpeople was usually much more than a million, and in some 
years rose to nearly three millions, the average being roughly 
1? millions, or about 14 per cent. of insured workpeople. The 
main method of dealing with the unemployed was to pay them a 
pittance and leave them in idleness until industry revived. 
After the war remedies must be devised to prevent the return of 
these conditions, and it is not beyond the wit of a resourceful 
community to keep unemployment within reasonable limits. 

The main measures must be directed towards increasing the 
demand for labour. They include a skilful policy of credit 
control, a programme of public works designed to provide em- 
ployment during periods of industrial depression, and a scheme by 
which private undertakings would be required or~ induced to 
postpone until such periods any capital development work which 
could conveniently be deferred. But when everything possible 
has been done to increase the demand for labour, there may still 
be considerable unemployment, and measures to diminish the 
supply of labour must be applied. Some of them are outlined 
in this article. They are based on the idea not only that work- 
people should be withdrawn from the labour market in periods 
of unemployment, but also that the incomes of those withdrawn 
should represent spending, or, in other words, “ negative saving,” 
on the part of the community as a whole. This is essential to the 
success of the measures proposed. It is equally essential that the 
resources to provide these incomes should be accumulated in the 
form of positive saving by the community during periods of good 
employment. 

Longer Annual Holidays 

The system of annual paid holidays is now widely applied, the 
length of holiday being usually a week or a fortnight. It is 
here suggested that in years of trade depression the length of 
holiday of all workpeople should be increased by a week when 
unemployment rose above 1,250,000 and by a fortnight when 
unemployment rose above 1,750,000. This would have the effect 
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of systematically reducing production at a time of glut. The 
supply of labour would be diminished during a period of labour- 
market congestion. The amount of labour temporarily withdrawn 
if all workpeople had an additional week’s holiday would be the 
equivalent of about twenty weeks of unemployment in the year 
concentrated upon 5 per cent. of workpeople without jobs. 
During their extended holiday workpeople would spend more 
money than when at work, thus stimulating trade. They would 
look forward to the longer holidays, whereas they fear unemploy- 
ment. Health would benefit, and the psychological strain of 
unemployment, due to the feeling of failure, of frustration and of 
being unwanted, would be removed or diminished. The method 
is reasonable enough, being the reverse of that adopted after the 
evacuation of Dunkirk, when munition workers gave up their 
holidays because of the urgent need for production to re-equip 
the army. 

The success of the scheme depends on the additional holidays 
being paid, and the necessary funds must be accumulated before- 
hand. The best method of accumulating the money would be 
joint contributions by the worker, the employer and the State. 
Assuming six additional weeks of holiday in eight years (this 
being taken for purposes of illustration at the average period 
of a trade cycle), the contributions of each party would be about 
3d. to 6d. a week, or only one half of 1 per cent. of the weekly 
wage. These payments would be credited in a deferred holiday 
fund. Some increase in book-keeping would be involved, but the 
cost would be negligible in comparison with the advantages of 
the scheme. As this, and other schemes proposed, would lead 
to a reduction in unemployment, with consequent saving in 
unemployment insurance and assistance benefits, the payments 
proposed would be partly offset by lower cost of unemployment, 
thus enabling the contributions of employers and workpeople to 
the unemployment insurance fund to be reduced. 

Arrangements should be made so that workpeople would be 
encouraged to make the best use of their extended holidays. 
Many useful schemes could be organised, including transport 
facilities and increased accommodation in holiday homes, hostels 
and camps. Specially valuable would be tours to British 
Dominions and Colonies and also to foreign countries, offered at 
cheap rates by the shipping companies, with Government sub- 
sidies. Such tours could include Gibraltar, Malta, and other places 
in the Mediterranean, as well as the Scandinavian countries, 
while Canada, the United States and even South Africa would be 
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within reach for the longer holidays. Workpeople have already 
shown keen interest in travelling abroad, and have been helped 
by organisation and cheap fares through the Workers’ Travel 
Bureau, and by travelling grants paid by some of the trade unions 
to enable selected persons to attend summer schools arranged 
abroad (e.g., in Geneva) by the Workers’ Educational Association. 
There is no doubt that the plan here outlined would be as popular 
as it is practicable. A special advantage is that many workpeople 
would be able to see something of the Commonwealth for which 
they have worked and with which they share so much mutual 
indebtedness. If planned on a big enough scale, the tours would 
be of benefit to the shipping companies in periods when otherwise 
much tonnage would be idle. 


Variation in Length of Working Week 

When, owing to trade depression, the amount of work available 
is less than usual, the practice should be widely adopted of spread- 
ing the work available over the whole labour force. In the past 
the method of short-time working has been applied by many firms, 
sometimes, as in certain colliery districts, on the demand of the 
men themselves. In many industries, however, it has been 
little used, and instead the standard week is maintained, the 
work available being concentrated upon a smaller number of 
men, and the remainder are dismissed and become wholly un- 
employed. Sometimes the nature of the work makes it difficult 
to organise in any other way, but the system of spreading the work 
is capable of much wider application than hitherto. 

It has obvious advantages, but one main drawback, which, 
however, could be remedied. The firms would keep their working 
force together, and the skill and industrial fitness of the workers 
would be maintained, instead of suffering deterioration, which is 
inevitable if workpeople become wholly unemployed for con- 
siderable periods. The shorter working week, representing in- 
creased leisure, would be of benefit to the workers, and they 
would welcome it, instead of fearing it as they do unemployment. 
The drawback is that of reduced earnings from the shorter week’s 
work. 

This difficulty was prominent in International Labour Organisa- 
tion discussions on the forty-hour week at Geneva. Some 
Governments favoured the proposal as a means of sharing the work 
available during periods of depression, but many workers’ re- 
presentatives, particularly those from Britain, while supporting 
a shorter working week, insisted that it should not involve a 
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lowering of standards of living. Yet when short time is worked 
during depression, wages are usually paid only for the hours worked, 
and consequently workers’ weekly income is reduced. When 
the forty-hour week was introduced in many industries in the 
United States under the New Deal as a remedy for unemployment, 
the wage issue was obscured by the previous collapse of rates of 
pay and by the urgent need to bring people into employment. 

A shorter week as a means of meeting depression must be 
distinguished from a shorter week made possible by the progress 
of invention and improved productive organisation. Such 
progress provides means for a higher standard of living, and this 
enables workpeople to enjoy increased leisure while maintaining 
or raising their purchasing power. Industry can afford this out 
of its greater production. In depression, however, conditions are 
quite different. Employers are in difficulties, and cannot afford 
the increased labour costs which would result, for example, if, 
in order to maintain standards of living, they had to pay the same 
weekly wage for forty hours as they paid for forty-eight hours 
immediately before the depression. 

A solution of this problem would be to accumulate the necessary 
money in periods of good trade. Each workman would make 
weekly contributions to a deferred pay or short-time fund at 
rates illustrated by the following :— 


6d. if earning less than £3 a week. 
9d. if earning £3 to £4 a week. 
ls. if earning more than £4 a week. 


Employers would contribute similar amounts, and the State 
at a flat rate of 9d. 1 week. This would provide a reserve big 
enough to enable workpeople who had accumulated one year’s 
contributions to be on short time, working forty hours instead of 
the usual forty-eight hours work a week, for about nine weeks. 
During this period they would receive their wages for the time they 
worked and deferred pay. for the unworked part of the week, 
making their total income approximately equal to their wages 
for a full week. If short time consisted only of Saturday morn- 
ing off, the period would be correspondingly longer. Only by 
some such method could the principle of a guaranteed week 
be applied in ordinary times, though it is now easy to apply this 
principle in industries suffering from war-time shortage of labour. 

The scheme should be operated by each industry, with con- 
tributions and regulations based on the liability of the industry 
to suffer from unemployment. Industries with great stability of 
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employment might be exempt. In industries to which the scheme 
applied, each firm would decide when to go on short time, but 
would be required to do so for a specified number of weeks before 
dismissing, because of trade depression, workpeople who had been 
employed by it for a year or more. The contributions would be 
credited to each worker individually, and the accumulated balance 
would be paid to him on retiring from industry, or would be 
transferred if he left to work in another firm or industry. One 
result of the scheme would be that a considerably smaller number 
of workpeople would be wholly unemployed, and therefore rates 
of unemployment insurance contributions could be reduced. 
Also the spending of the deferred pay would increase the demand 
for commodities, and consequently diminish the severity of trade 
depressions. 

It would be specially valuable if the scheme could be applied 
in the munition industries in the near future. These industries 
will, under the most favourable conditions, have a large surplus 
of labour after the war, and the scheme would be one means of 
easing the transition to a peace basis. Earnings in these in- 
dustries are now running at high levels, and the workers could 
pay without difficulty much higher contributions than those 
suggested above, while employers could be allowed to charge 
their contributions as a cost of production. Big reserves could 
thus be built up which would be useful after the war. Applied 
to these industries the scheme would have the additional advantage 
of being a form of savings, thus withdrawing purchasing power from 
the commodity markets at a time when goods are scarce, and 
therefore helping to reduce the danger of inflation. 

The main idea underlying the suheme is simply that when the 
nation is busy the number of hours worked should be increased, 
and when trade is slack they should be reduced. These changes 
should be spread over the main body of workpeople, and not, as 
hitherto, largely concentrated upon a minority who become wholly 
unemployed. In times of emergency—for example, during the 
war, and particularly in the summer and autumn of 1940, when 
the Army had to be re-equipped after the Dunkirk evacuation—a 
longer week is immediately introduced. Similarly, in periods of 
depression a shorter week should be systematically arranged. 

In the past attention has been directed to fixing a standard 
working week: This was necessary in order that the trade unions 
could prevent excessive hours, and it also provides a basis for 
overtime rates of pay But the trade unions are now strong enough 
in this country to permit greater flexibility of hours within 
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defined limits without risk of abuse. They can prevent excessive 
overtime, and could take part in the control of the deferred pay 
so as to ensure that the shorter week during trade depression 
would not lower the standard of living. With proper safeguards 
such flexibility is desirable. 

There are difficulties of detail to be overcome. For example, 
the employer’s right to dismiss a worker for inefficiency must be 
safeguarded. Seasonal trades demand special treatment, arrange- 
ments being necessary to deal with variation of hours within 
the year, as well as with additional short time in years of business 
depression. In order to gain experience, the scheme of systematic 
short time with deferred pay might be tried first in a few industries 
and extended to others, as was done when unemployment insur- 
ance was first introduced in 1911. 


Earlier Retirement on Pensions, and Raising the School- 
Leaving Age 

A general lowering of the age of retirement from work is 
economically unsound and socially injurious for workpeople still 
capable of reasonable productive effort. Some people in their 
retirement have interests and opportunities for useful occupation, 
but for large numbers retirement is a burden and not a pleasure. 
The view that the permanent withdrawal of workpeople from the 
labour market means increased opportunities of employment for 
those who remain is not even a half-truth. In the future, if 
birth rates do not increase, Britain will soon have a declining 
population. This means a larger proportion of older to younger 
people, and early retirement, apart from its other disadvantages, 
would, if accompanied by adequate pensions, prove a heavy 
burden upon those at work to produce the goods needed by the 
large number living on pensions. 

Often earlier retirement is advocated along with raising the 
school-leaving age as a means of reducing the supply of labour. 
They should, however, be considered independently on their 
respective merits. To raise the school-leaving age is of value in 
leading to a better-educated community and in raising the 
efficiency of the worker. These benefits are spread over many 
years of working life. But both by raising the general standard 
of education and by improvements in health standards resulting 
in increasing the expectation of life, older workpeuple are now 
physically and mentally fitter for several years longer than 4 
generation or two ago. This certainly does not support earlier 
retirement, but rather the opposite. It would not be consistent 
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to spend more on a longer period of education and on improved 
health and then discard workers earlier. Also power-driven 
machinery is providing an increasing number of jobs which do not 
require great physical exertion and which can, therefore, be under- 
taken by older men. 

Subject to the above considerations affecting the normal 
retiring age, it is proposed that this should be varied according to 
the state of employment, so that in years of good employment 
those reaching the normal retiring age would, if efficient, be 
allowed to go on for a year or two more, and in years of unemploy- 
ment those within a few years of the retiring age would be granted 
an option to retire on pension sooner. Earlier retirement would 
also be useful in dealing with declining industries. For most 
workpeople over fifty-five years of age there would be little 
value in providing training for other industries. These are the 
people who would suffer from most unemployment, and com- 
pulsory retirement with a pension would be preferable to hanging 
on for the little work available for them. 

A somewhat similar method couid be adopted for school- 
leaving age. It would not be advisable on educational grounds 
to take children away from school sooner in periods of good 
employment, but they might very reasonably be given strong 
encouragement by means of maintenance allowances to stay on at 
school for another year in times when employment was poor. 


Military Service 

If, after the war, conscription for military service is still 
necessary, then, instead of calling up annually all the men liable 
for service, the right way would be to vary the number according 
to the state of trade and unemployment. For example, if each 
year 400,000 men became liable for service on reaching their 
twentieth birthday, only 200,000 might be called to the colours 
in years when the number of unemployed workpeople did not 
exceed 1,000,000, and the liability of the remaining 200,000 be 
carried forward. If unemployment was more than 1,000,000 
but less than 1,250,000, the number of men called to the colours 
might be 300,000, while when unemployment exceeded 1,250,000 
the whole of the 400,000 might be called up, together with those 
whose liability had been carried forward from previous years. 

Such a scheme would have several advantages. The calling 
up of increased numbers of young men in years of business de- 
pression would reduce the number of workpeople unemployed. 
Most of the young men would of course be in employment when 
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they were called up, but by being withdrawn from industry, 
openings would be made for men who would otherwise be un- 
employed. Those in jobs when they joined the colours would as 
far as possible be reinstated after their year of service. The 
increased numbers with the colours in years of depression would 
involve Government expenditure for maintenance and equip- 
ment, and this would tend to stimulate industrial production. 
Service with the colours would be largely undertaken when 
industry could most easily release the men, and in times of good 
employment the smaller number of men could be drawn mainly 
from industries or localities not enjoying the general prosperity. 
Also in such periods hardships to individuals resulting from 
immediate calling up might be avoided by postponing 
service. 

From the point of view of the fighting forces the variation 
in numbers would present certain difficulties. In some years 
there would be a surplus of training staff, accommodation and 
equipment. This difficulty is not serious. A large part of the 
training staff could be given advanced courses of instruction and 
their general efficiency improved, while equipment could be stored, 
as often in the past. A greater difficulty is that in some periods 
of international tension too few men might be called up for 
training, if trade and employment happened to be good. In such 
circumstances the scheme would have to be temporarily modified 
to meet the defence needs of the country. 

This plan is not proposed in the belief that no remedy can 
be found within the economic system for the unemployment of the 
trade cycle. Its purpose is simply that, if a given man-power is 
required by the fighting forces, the men should be taken at periods 
most convenient for industry, and indeed when the fighting 
forces can render service to the industrial system by contributing 
to a reduction of unemployment. Such adjustments would not be 
altogether new in principle, for there have even been wars which 
were suspended or diminished in intensity because the man-power 
in the armies was needed to gather the harvests. If the inter- 
national situation became so favourable that compulsory military 
service could safely be reduced or abandoned, the scheme outlined 
here could be suitably adapted, or converted into non-military 
forms of national service. Even if conscription for military 
purposes were unnecessary, it would be desirable that in years of 
serious unemployment young men should be called up for a course 
of training designed to be of benefit both for health of mind and 


body. 
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The Future of Unemployment Insurance and Assistance 


During the past twenty years unemployment insurance and 
assistance was the main method of dealing with unemployment. 
The system was extended to cover more and more workpeople, 
ard all other methods were so neglected, circumscribed and re- 
stricted by the Government’s inertia, parsimony and lack of courage 
that they were inevitably ineffective and only touched the fringe 
of the real solution of organising for work, and not for idleness. 
In consequence, as already stated, an average of 1} millions of 
workpeople were paid for doing nothing, and this was justified 
by Government spokesmen as the cheapest way of dealing with the 
problem. But if it was cheap in money, it was the most costly 
and wasteful method in terms of national production and human 
welfare, and must never be repeated. 

This means that unemployment insurance and assistance must 
be fundamentally changed. Instead of being the main method, 
it must become only a minor instrument. It must deal only with 
a residue. This will be practicable if solutions on the lines re- 
viewed above, together with positive measures to increase the 
demand for labour, are applied with energy and imagination. 
Long-term unemployment would be greatly reduced, and unem- 
ployment insurance would be used mainly to deal with short 
periods of a few weeks to a few months. Instead of dealing with 
1? millions of unemployed, the schemes would provide for less 
than one-half of that number, and the great majority of these 
would be unemployed for less than a year, and would be covered 
by contributory unemployment insurance; a minority, un- 
employed for more than a year, would be covered by a non- 
contributory assistance scheme, or would be maintained while 
being trained for new jobs. Contributions to the unemployment 
insurance fund would be reduced to under one-half of the present 
rates. 

J. Henry RICHARDSON 


Leeds University. 





REVIEWS 


Employment and Equilibrium—A Theoretical Discussion. By 
A. C. Pigou. (London: Macmillan, 1941. Pp. xi+ 283, 
16s. net.) 


I 


THE subject-matter of Professor Pigou’s latest volume is 
the behaviour of ‘‘ economic systems as wholes,” in particular 
the question of how the general level of employment is determined. 
It poses, therefore, the same questions, and covers largely the 
same field, as Mr. Keynes’ General Theory of Employment, Interest 
and Money. ‘‘ Whatever may be thought of the value of his 
criticisms upon other people,” writes Professor Pigou in the 
Preface, ‘‘ or of the solutions which he has himself offered, the 
author of that book has rendered a very great service to economics 
by asking important questions. When once that has been done, 
the task of answering these questions is often a relatively 
pedestrian one. In this field, therefore, Mr. Keynes is a true 
pioneer.” 

The technique employed, and the terminology used, are not 
the same with the two authors. When Mr. Keynes wrote he was 
breaking fresh ground, and he devised a new technique. In the 
light of subsequent controversy it may be said, perhaps, that 
some readers of his book became unduly fascinated by the novelty 
of the technique, while others were unduly shocked by it. Thus 
a great deal of discussion which should have been concerned with 
Mr. Keynes’ results was, in fact, devoted to a quarrel over the 
virtues of his tools. 

The publication of Professor Pigou’s new book should put an 
end to that profitless dispute. For Professor Pigou’s technique, 
though novel, is more in the line of the classical tradition; but 
since he starts from the same kind of assumptions about reality 
as Mr. Keynes, he also arrives (in a different coach, yet in 
comfort and elegance) at the same destination. Gone is, to take 
but one example, the good old must-be-equality of savings and 
investment, over which so many pitched battles were fought, and 
veterans (on both sides) will be surprised to ‘ind that its passing 
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does not, after all, make the slightest difference.'_ What matters is 
that Professor Pigou’s new analysis confirms throughout Mr. 
Keynes’ results. He does not of course reach, in every case, 
identical conclusions; for Professor Pigou operates with a much 
wider range of assumptions than Mr. Keynes. 

But the book is more than just a confirmation of Mr. Keynes’ 
propositions reached by a different and more “ classical ” route. 
For in the course of the investigation Professor Pigou develops a 
technique which is eminently suited for a systematic treatment of 
problems relating to the general level of activity and its fluctua- 
tions; which enables anyone who has once mastered it to pass 
easily from assumptions to results and to reduce differences in 
results to differences in assumptions; and which makes possible 
such a choice of assumptions that they can easily be judged 
on empirical grounds. 

There are several assumptions in Professor Pigou’s actual 
treatment of the problem with which one can disagree; but the 
fact, as we shall attempt to show, that alternatives can be in- 
corporated in his structure, without major alterations, is in itself 
evidence of the flexibility of his technique. 


II 


Professor Pigou’s method consists in constructing a model, 
from which many of the complications of real life are abstracted, 
but which nevertheless allows for the influence of the essential 
factors of his problem, and of examining the conditions determin- 
ing short-period equilibrium, or, as he puts it, short-period flow- 
equilibrium (the term “ flow-equilibrium ”’ refers to a situation 
where there is a constant rate of purchase and sale of everything, 
at constant prices). A closed economic system is assumed with 
two groups of industries—consumption-goods industries and 
investment-goods industries—but the conditions of demand and 
production for each individual industry within each group are 
assumed to be suchwise similar, that the relative prices of the 
individual goods within each group can never change; and 
the output of any individual industry is a constant fraction of the 
output of the whole group to which it belongs. It would have 


1 Professor Pigou himself, to avoid the confusion due to the use of differing 
definitions, prefers to reserve the terms “‘ savings”’ and “‘ investment ’’ for the 
sense in which the two are identical, and to call savings in the other sense the 
“supply of labour for investment,’’ and investment, the “‘ demand for labour 
for investment.’’ (Cf. Part I, ch. iii, especially the passage on p. 28, where the 
two terminologies are set in juxtaposition to each other.) We shall, however, for 
simplicity, retain the old terms throughout this review, and speak of ‘‘ savings ”’ 
and “investment ’’ in the sense in which they are only equal in equilibrium. 
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been simpler, as the author points out, to assume that only a 
single kind of consumption goods and investment goods existed ; 
but this would have excluded dealing with imperfect competition 
(which presumes the co-existence of several kinds of goods). 
It is assumed that there is a single kind of labour (or, what comes 
to the same thing, its several kinds and qualities can be reduced 
to homogeneity) which is perfectly mobile, so that there is only a 
single rate of money wages; and a single kind of fixed capital 
goods, whose total quantity is fixed, which never wears out, so 
that income includes no allowance for depreciation ; it is assumed, 
that is, that the annual output of fixed capital goods is only a 
small fraction of the total stock in existence—whatever the rate 
of investment—so that the effect of the investment process on 
the stock of capital can, in the short period, be ignored. It is 
assumed also that in equilibrium the stock of working capital 
must be so adjusted to the ruling levels of output and the ruling 
rate of interest that net investment in working capital is zero. 


Ill 


In this system there are six quantities and seven functional 
relations. The six quantities are the levels of employment in 
the consumption-goods industries and the investment-goods 


industries, x and y, the rate of interest,” r, the rate of money 
wages, w, the stock of money, M, the income velocity of money, 
V; the last two, when multiplied together, constitute money 
income, I. The seven functional relations are the production 
functions of the consumption-goods and investment-goods 
industries, F(z) and (yy); the elasticities of real demand for 
consumption goods and investment goods, 7,{F(x)} and 7,{y(y)}; 
the investment-demand function depending on the rate of interest, 
¢(r); the savings function depending both on the rate of interest 
and the supply of consumption goods; f{r,F(z)}; and finally, 
money income, as a function of the rate of interest, g(r).° 


+t. 

* Professor Pigou deals only with a single rate of interest. This point is 
further discussed below, p. 466. 

* This last function is obtained as follows. Money income, I, is the product 
of M and V, and both these are functions of the rate of interest, r. The relation 
V = x(r) expresses the dependence of the size of cash balances on the rate of 
interest—Mr. Keynes’ liquidity preference function—while the relation M to r 
or to V is a matter of banking policy. Hence the function MV(r), or g(r) incorpor- 
ates both the liquidity preference of the public and the attitude of the banks in 
regulating the quantity of money with respect to variations in r and V. It is 
therefore a function representing banking policy, given the liquidity preference 
of the public. If the banks pursue a policy of keeping the rate of interest con- 
stant, g’(r) is infinite; if they keep money income constant, g’(r) is zero. 








' 
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IV 


As regards these seven functional relations, Professor Pigou 
assumes the following characteristics. In the case of the pro- 
duction functions, while it is assumed, of course, that F’(x) and 
¢'(y) are positive, F’’ and %’’ might be negative, zero or positive— 
there can be increasing, constant or diminishing returns to labour. 
Similarly he makes no restrictive assumptions about the sign of 
7, {F(x)}, pointing out that there are opposing forces in motion 
which might make it either positive or negative. In the case of 
the investment and saving functions, however, Professor Pigou 
does make certain restrictions, which, for the former at any rate, 
are rather severe. While it is assumed that investment demand 
is a function of the rate of interest, and ¢’(r) is negative, it is also 
assumed that it is a function of one variable only—in other words, 
the influence of changes in employment, (x + y), on investment 
demand is excluded. The reasons which led Professor Pigou to 
take this step are difficult to accept. He says : * “ It is true that 
in certain circumstances, if the quantity of labour in consumption 
industries undergoes an increase, an addition will need to be made 
to the stock of machines,* and that short period flow-equilibrium 
cannot be re-established until this, and, may be, other things 
also have been done. But these reactions belong to states of 
disequilibrium. When the system is in short period flow equi- 
librium, with a steady rate of employment alike in the investment 
and in the consumption industries, there is no place for them.” * 

1 The reasons given for this are that (i) beyond a certain point, at any rate, 
there are increasing costs in the investment-goods industries; (ii) the investment 
opportunities become progressively less favourable, as the openings of higher 
promise are taken up (pp. 53-4). But (i) might be inoperative over the relevant 
range; while it is doubtful whether (ii) has any place within the framework 
of Professor Pigou’s analysis, which refers to a period so short that effect of 
investment on the stock of capital in existence is entirely ignored. There is no 
doubt that ¢’(r) is negative in real life, but the reasons for this are more to be 
sought perhaps in increasing risk (to borrowers and lenders)—a factor with which 
Professor Pigou does not deal. 

2? P. 52. Italics in the original. 

* The same might be true of investment-goods industries also. 

« A subsidiary reason, adduced by Professor Pigou, is that the relevant factor 
for investment decisions is not the present ‘‘ marginal productivity ’’ of equip- 
ment, but what is expécted for “ the long future period during which machines 
created now will be operated.”’ ‘‘ Hence, unless people, when considering whether 
to make investment goods, are affected in their reckoning of these future quantities 
by their knowledge of how much labour is engaged in consumption industries now 
{which determines current marginal productivity] the quantity z is not relevant. 
That in situations of shor: period flow equilibrium, they should pay appreciable 
attention to that quantity is, on the face of things, highly improbable ”’ (p. 52). 
However, on p. 36 Professor Pigou defines ‘‘ short-period-flow equilibrium ’’ as 
one where the expected value of the marginal product of anything must always 
be the same as its actual value (cf. also p. 244). 
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There seems to be no reason, however, why this factor—that 
investment demand will be higher the higher the level of employ- 
ment—should be inconsistent with short-period-flow equilibrium— 
characterised by “a steady rate of employment alike in the 
investment and in the consumption industries ’”—any more than 
is the case with the investment process itself. It is true that the 
additional equipment demand induced by an increase in the level 
of activity will be tomporary—it will last only until sufficient 
additional capacity is constructed—but so is any investment 
demand. If the rate of investment is positive, it is only during 
periods so short that the influence of newly created capital gouds 
can be excluded, that prices, the level of empioyment, etc., can 
be supposed to be “ steady.” 

It seems, moreover, that in the pre-war world, investment 
demand was predominantly governed by the level of activity, 
rather than the rate of interest, or anything else. The reasons 


for this are not only that * , for certain ranges at any rate, is 


large relatively to sd but that the r relevant for investment 


demand is the long-term rate of interest ; and this, as distinct from 
the short-term rate, varies very little over periods such as the 
trade cycle.’ If simplifications are made, it seems more realistic 
to neglect the relation between the rate of interest and investment 
demand and to treat the latter only as a function of employment. 

In the case of the savings function Professor Pigou allows 


both for the influence x and r, treating both a and af as positive. 
of 


He says that for some ranges Bp must be positive; “ for otherwise, 
in a state of full employment, there will be no machinery through 
which an enhanced demand for labour for investment could evoke 
a correspondingly enlarged supply” (p. 57). There is, however, 
the machinery of inflation. If investment demand increases in a 
state of full employment, prices will rise,? and this—if money 
wages are given—will so redistribute incomes that savings are 
enhanced to the required extent. But, as Professor Pigou says, 


0 De ates: 2 ' wisi 
L whatever its sign, is normally small; therefore this point is 
of no great importance. 

1 Cf. Hawtrey, A Century of Bank Rate, chapters v—vi, and Kalecki, Zssays in 
the Theory of Economic Fluctuations, pp. 113-14. 

2 This rise in prices need not be inconsistent with equilibrium, as in a state of 
full employment, even a small change in output is associated with a large change 
in the ratio of marginal to average costs, 
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In the case of the money-income function Professor Pigou 


assumes that one of its constituents, V, depends on 7, and A is 


positive, so that the whole function MV = g(r) depends on banking 
policy, which determines the relation between M andr. Professor 
Pigou distinguishes between four banking policies. First, a 
* normal ” banking policy, where M is allowed to rise or fall with 
the rate of interest; g’ is positive. Secondly, a policy which aims 
at keeping money income constant; here g’ is nil. Thirdly, « 
policy of keeping the rate of interest constant; in this case g’ 
is infinite. Finally, the policy of keeping the price of consumption 
goods constant, which requires a different form of equetion. Since 
this last policy, as Professor Pigou shows, presents certain 
analytical difficulties, »nd leads to indeterminate solutions in an 
important special case, we shall not consider it further. 

The rate of interest in question here must be regarded as the 
short-term rate of interest, since this is the rate directly deter- 
mined by banking policy; there is no functional relation between 
money income and the long-term rate. Professor Pigou does not 
discuss the question which of the assumed banking policies is the 
most realistic, beyond stating that he considers a policy where 
the rate of interest rises and falls with money income as “ normal,” 


V 


These seven functional relations give three equations as 
equilibrium conditions in Professor Pigou’s model, which are 
written in the following form :— 


or) =f.F@}o. . - @ 
y=fr.F@)} . . . (i) 
(K,+K,)w=glr) .- .. . - (Mp) 


The first of these states the equality of savings and invest- 
ment; the second the equality of savings with the value of output 
in the investment goods industries; the third the equality of the 
value of total output with the total money income. The left- 
hand-side of the third equation shows the money value of output 
as determined by money wages, and the two coefficients, K, and 
K,, which depend on the elasticities of marginal costs and the 
elasticities of demand, and are themselves functions of output. 
(In other words, in equilibrium there is a functional relation 
between money wages and value of output depending on these 
two elasticities. Thus if both elasticities are infinite, K,—z, 


and K,=y.) 
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Since these three equations contain four unknowns, 2, y, r 
and w, this system is not determinate, unless an additional condi- 
tion is brought in from the outside. This, as Professor Pigou 
shows, can either take the form w = T(constant), i.e., the level 
of money wages is treated as an independent variable, or that 
(x + y) = Q(constant), i.e., the level of employment is assumed 
to be constant.1 The assumption of ‘“ full employment ”’ is a 
particular case of (x + y) = Q. 

If the fourth equation takes the form (xz + y) = Q, this, 
together with the first two equations, uniquely determine 2x, y and 
r, while w does not figure in these equations at all. In other 
words, the rate of interest, investment and consumption will be 
uniquely determined, regardless of w, which latter will be deter- 
mined by the third equation. If, on the other hand, the fourth 
equation takes the form w = T, the first two equations will not 
be sufficient to determine any of z, y, 7; all variables will be 
determined by all the equations together. “It is thus no more 
correct to say that w determines (x + y) through r than it is to say 
that w determines r through (x + y).”? It is true, nevertheless, 
that the first two equations establish a unique relation between 
(x + y) and r, in the sense that, given the value of r, the level 
of employment will also be uniquely determiued, regardless of the 
level of money wages. When it was asserted that changes in w 
influence employment through r, no more was meant than saying 
that changes in w cannot alter the particular value of r which is 
necessary to secure any particular level of employment; hence 
the changes in employment consequent upon changes in w will 
not be directly related to the magnitude of the changes in w, but 
to the magnitude of the changes in r which will be associated with 
the given change in w.* This latter contention is fully borne out 
by Professor Pigou’s present set of equations. 

Professor Pigou’s contention is that it is entirely a matter of 
preference, based on one’s “ view of the world,” whether for the 
fourth equation one regards the form (x + y) = Q, or w=T 
as more appropriate. (It emerges from a subsequent chapter‘ 
that personally he is inclined to accept (x + y) = Q as more 

1 This fourth equation can take other forms as well : see below. 


2 P. 70. 

3 It would be incorrect to say that the third and fourth equations (when the 
fourth equation takes the form w = T) similarly establish a unique relation 
between w andr. The equilibrium relation between w and r cannot be inferred 
without knowing the relation between (x + y) and r, which depends on the first 
two equations; while the equilibrium relation between (x + y) and r can be 
inferred, quite independently of the third and fourth equations. 
4 Pt. Il, ch. iv. 
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appropriate for conditions which ruled in the nineteenth century, 
w= T as more appropriate for those in the twentieth.) But 
there is also an analytical difference. Given the characteristics 
of the functional relations as described by Professor Pigou, his 
system of equations will always have a positive solution, if the 
fourth equation takes the form w=T; though, for reasons 
mentioned below, it might have not only one solution, but several. 
But if the fourth equation takes the form (x + y) = Q, the 
equations may have no positive solution at all; none, that is, 
which yields positive values for all the four quantities, x, y, r and w, 
irrespective of the value of Q.1 Thus if one assumes that r 
cannot be less than zero, or some minimum which is higher than 
zero, the equations may have no solution at all, unless Q is 
sufficiently small. In such cases the form of the fourth equation 
cannot be (x + y) = Q, but (excluding the case of w= T) it 
becomes r = R (constant), where R is the assumed minimum 
level of r. This again is a determinate system; and here also 
the values of x, y and r will be uniquely determined, with the aid 
of the first two equations, regardless of w.? 


VI 


All this, however, is not relevant for Professor Pigou’s sub- 
sequent analysis, for the purposes of which he does assume, 
throughout, that the fourth equation takes the form w = T. 
For this analysis (in Part III) is mainly concerned with factors 
causing variations in the aggregate quantity of employment; and 
for this purpose it is not possible, of course, to assume that this 
quantity is already given from the outside. 


1 J.e., there is always likely to be some level of employment (some value of Q) 
which yields a positive solution, but this need not be true of all levels. 

2 In a subsequent chapter on ‘“‘ Long-Period-Flow Equilibrium ”’ (pp. 118-32) 
Professor Pigou puts forward reasons which might be interpreted as a denial of 
this last argument. He there argues that: (i) the minimum level of the rate of 
interest, even of the long-term rate, cannot be put “ appreciably higher than 
nothing ’’ (p. 124); (ii) the rate of time preference must be positive—i.e., savings 
must become zero (whatever the level of employment) at a rate of interest which 
is higher than nothing (p. 125), These two assumptions would ensure that the 
equations always have a solution, where the fourth equation is (xz + y) = Q, 
But the second proposition is qualified by Professor Pigou in a subsequent para- 
graph (p. 126), where he deals with the desire for wealth, and the power conferred 
by wealth, as an independent motive of saving; while the first proposition relates 
to a world from which uncertainty is excluded. Given the attitude to uncertainty 
as it existed, e.g., in pre-war Britain, the investigations of Professor Hicks (Man- 
chester School, Vol. X, pp. 21-37) and Mr. Kalecki (Ozford Economic Papers, 
No. 4, pp. 16-22) tend to show, that if the short-term rate were set at zero per 
cent., the long-term rate would still have a minimum, which is nearer to 2 than to 
1 per cent. 
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As the whole of the analysis of Part III is built on the system 
of four equations described above, it is necessary for us to examine 
them further. For any subsequent criticism of Professor Pigou’s 
treatment of the problem must be traced back to the question of 
the adequacy of the model which this system of four equations 
represents. 

Our criticisms are three in number—the third being concerned 
not so much perhaps with the model itself, as with the way it is 
operated in Part ITI. 

The first, which we have already noted above,' is the exclusion of 
the variable z from the left-hand-side of equation (I) for which no 
satisfactory reason has been given. The main effect of the intro- 
duction of this variable is that it may yield a position of unstable 
equilibrium, which also carries with it (for reasons which are 
analogous to similar situations in the theory of value) that there will 
be multiple positions of equilibria. It does not follow, of course, 


that it will necessarily do so (only if f > af for certain values 


of x); but the possibility cannot be ruled out beforehand; it 
provides, moreover, the basis for a possible explanation of the 
mechanism of the trade cycle. (Its introduction presents, however, 
a certain awkwardness for the type of mathematical technique 
employed by Professor Pigou. For in this case the function can 
no longer be assumed linear, even as a first approximation—its non- 
linearity becomes, so to speak, the essential part of the story— 
with the consequence that the situation cannot be conveniently 
handled by means of differential equations.) 

The second, and perhaps more fundamental, criticism is that 
the r which figures in equation III is not the same r which figures 
in equations I and II—the one is the short-term rate of interest, 
the other the long-term rate of interest "while Professor Pigou 
treats them as one. The reasons for this are not discussed until 
towards the end of the book (in Chapter III of Part IV), where 
they are hinted at in a different connection. There, after quoting 
Wicksell for the view that there must be a close correspondence 
between the short-term rate and the long-term rate, Pro- 
fessor Pigou concludes: “‘ But—and this is the crucial point— 
in conditions of flow disequilibrium there is not, as there is in 


1 Pp. 461. 

* For the demand function for investment—which, for Professor Pigou, means 
long-term investment, since investment in working capital is excluded from his 
model—undoubtedly the long-term rate is relevant. As regards the savings 
function, there may be a margin of doubt; though it seems fairly certain that 
savers, in so far as they take the rate of interest into consideration at all, regard the 
long-term rate as relevant to their dispositions, and not the short-term rate. 
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conditions of flow equilibrium, a rigid connection between short 
and long rates of interest of such a sort that it is proper to speak 
of one rate of interest as the rate. On the contrary, long rates 
and short rates may vary relatively to one another.” 1 
Now, there is no reason why there should be a rigid connection 
of this sort even in short-period-flow equilibrium—unless we want 
to make the concept of short-period-flow equilibrium unnecessarily 
restrictive. Not only do differences between the two rates persist 
over periods of many years, but the effect of changes in the short 
rate on the long rate are extremely slow and gradual; while 
changes in the long rate have no direct influence on the short 
rate. If short-period equilibrium is defined as a state of affairs 
where the level of employment has no tendency to alter,’ it is clear 
that the two rates can differ in equilibrium; and alternative 
positions of equilibrium can be characterised by differences in the 
relation of the two rates. It seems better, therefore, to treat the 
two rates as entirely independent in the first approximation; the 
short rate as determined by the demand for cash and banking 
policy, the long rate by the existing state of expectations, and 
changes in the long rate as due to changes in expectations. 
There are two ways in which this factor can be accounted for 

in Professor Pigou’s system of equations. One is to leave out r 
from the first two equations altogether—on the ground that the 

absolute changes which have occurred in the past were small; 

hence the likely changes are also small, and this factor is likely to 

exert only a secondary influence. But this procedure is unsatis- 

factory, since it precludes us from examining the effects of changes 

in the long rate at all. The second is to allow explicitly for two 
variables, r and p, the latter being the short-term rate, figuring in 
the third equation, where the money-income function now be- 
comes g(p); while the former figures in the first two equations. 
Since the number of the unknowns is now five, an additional 
equation is required, which takes the form r = R(constant)—~i.e., 
the long-term rate as determined by the given state of expectations.* 

1 P, 224. 

2 Strictly speaking, “no rapid tendency to alter,’’ for a slight tendency 
must always be present if investment is positive and capital accumulates. The 
point is that the tendency to alteration which arises from the gradual adjust- 
ment of the two types of interest rates—if there is such a gradual tendency to 
adjustment—need be no greater, and might well be less, than the tendency arising 
out of the gradual change in the stock of capital in existence. 

* This, of course, is only one particular form this fifth equation can take. It 
is possible to regard r as determined by a series of p’s which ruled in the past, plus 
some differential risk premium; the latter in turn can be broken into fragments, 


some depending on expectations, others on subjective uncertainty; but all this 
would much complicate the analysis without materially affecting the result. 
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Although the number of equations is thus increased to five, 
this change would actually simplify the analysis. For x, y and r 
are then uniquely determined by the first, second and fifth 
equations ; while w and p are determined by the third and fourth 
equations. The reaction pattern, analysed by Professor Pigou in 
Part III, becomes of a much simpler character. For the effects 
of changes in w will then be confined to g(p); of changes in g 
(whether due to changes in M or in V) to changes in p; changes 
in ¢ and f to x and y, and through (x + y) to g(p); changes in R to 
x+y; changes in F to z, y and g(p), and changes in ¢ (apart 
from associated differences in ¢ and f) tog(p). Thus x and y (the 
level of employment and its distribution between the two groups 
of industries) is entirely determined by the ¢ and f functions and 
the state of expectations which determine R. Since w is an in- 
dependent variable it is only in the case of the level of money 
income, g(p), and thus the short rate of interest, p, in the deter- 
mination of which w, R, ¢, f, F and y% all have an influence. 
If we traced the effect of these alterations in the equations 
on Professor Pigou’s multipliers, for all the cases examined, 
we should find that the number of multipliers, and the differences 
they can have in the several cases examined, is much reduced." 


Vil 


The third criticism which can be made against Professor 
Pigou’s model is that it does not enable one to trace the effects 
of changes in the stock of capital in existence. This item is 
treated, of course, as a constant, for the purposes of short-period 
analysis, but this need not preclude us from examining the effects 
of its changes any more than those of the other constants. The 
stock of capital, S, appears in the equations only once, in con- 
nection with long-period equilibrium (p. 119); afterwards it 
disappears again, and in Part III, although Professor Pigou 
analyses the effects, in great detail, of all other changes in in- 
dependent variables, the effects of changes in S are not mentioned. 
There is, however, a better reason for examining the effects of 
changes in S than of changes in other factors. For while, in all 
other cases, the changes can only be brought about by outside 
influences (they are changes in data), a change in S takes place 
automatically as a result of a short-period equilibrium having 


1 This is not to suggest that in the real world, changes w and p can have no 
influence on (2 + y) at all. Changes in w will always have an influence of course, 
if they occur in a single country, in an open system. Changes in p (and thus 
changes in w through their influence on p) will also affect (x + y) through their 
effect on short-term investment. But this factor must, in the present analysis, be 
ignored ; its introduction requires a different type of short-period model altogether. 
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been in operation for some length of time. For all the time, as 
investment proceeds, the stock of capital increases; after a time 
this increase must become perceptible; the conditions on which 
the first state of equilibrium was based are then no longer valid ; 
it must give way to a new state of equilibrium. The compara- 
tive equilibrium method of analysis must be able to deal with 
these changes; and one way of doing so is to examine the change 
in the conditions of equilibrium resulting from a small increase 
in S. If the assumed increases in §S are sufficiently small, we 
obtain a picture of a “ moving equilibrium ”—consisting of a 
series of stationary equilibria, following each other in rapid 
sequence, in much the same way as a series of still pictures, each 
differing slightly from the other, gives rise to a motion-picture. 
This makes it possible to deal with movement (admittedly not 
all kinds of movement) within the framework of equilibrium 
analysis; to rescue it from the bleak houses of “ disequilibria ” 
and “transitional periods” to which processes of change would 
otherwise all be relegated. 

The introduction of S as a variable theoretically affects the 
functions ¢, f, F and %. When dealing with small changes in 8S, 
however, its influence on F and ¢ can be neglected, since a small 
change in the stock of capital is unlikely to have an appreciable 
effect on the amount of consumption goods or capital goods which 
are produced at given rates of employment of labour.' Similarly, 
it is uncertain how far, given z, an increase in S will affect the 
propensity to save. Thus the main effect will be on the demand 
for investment, which, given x and r, will be all the smaller, the 


larger is S. Thus s will be negative. 

With the introduction of S we now have six equations, the 
sixth equation, in short-period analysis taking the form S = C(con- 
stant), and for moving-equilibrium-analysis, S=C, It may 
be convenient to reproduce the system of equations incorporating 
all the suggested changes :— 


$(r,2,8) = fir,F(x)} 


y = f{r,F(x)} 
(K, + K,)w = 9(p) 

w=T 

r=R 


S = C, or alternatively S = C; 

1 Since this depends not on the size of the capital stock, but its composition— 
t.¢., the extent to which equipment is labour-saving. A small change in the stock 
of equipment may have only a very small effect on the productivity function of 
labour. 
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For short-period analysis, where S is assumed constant, the 
results will not, of course, be different from what they were before, 
In a moving-equilibrium analysis the effect of the gradual rise in § 
(all other variables remaining constant) will be to depress gradually 
xz and y, and g(p) until y becomes zero. In other words, the posi- 
tion of long-period equilibrium is gradually reached, through 
successive reductions in the quantity of employment. If, further, 
the successive increases in S take place in a system subject to 
unstable-and-multiple equilibria, the possibility of which wag 
noted earlier, then the system will not tend towards long-period 
flow equilibrium at all, but will settle down to a state of 
permanent oscillation. 


VII 


In Part III Professor Pigou presents a comprehensive an<: sis, 
through the method of comparative statics, of the reactions of 
this system to all kinds of changes, for all the four banking policies 
mentioned. In addition to showing the results under the “ general 
model,” he also works out the solutions for three ‘‘ special models,” 
involving additional assumptions. The first of these assumes 
constant relative shares and perfect competition, the second 
constant relative shares and a given degree of monopolistic powez, 
the third perfect competition only. These special assumptions 
enable a number of additional conclusions to be drawn which are 
all the more valuable as the second of the “special models ” 
gives, in fact, a fair approximation to real life. The logical 
arrangement of this section is admirable, and the actual treat- 
ment of the cases shows the author’s unrivalled analytical power 
at its best. 

Professor Pigou treats, however, all four banking policies on a 
perfectly equal footing—as if it were just a matter of decisions 
taken at a meeting of the Court of the Bank of England whether 
money incomes are kept constant, or the prices of consumption 
goods are kept constant, or the rate of interest is held constant, 
or whether merely the path of ‘‘ normality ” is followed and the 
quantity of money is allowed to rise and fall with the short rate 
of interest. He does not discuss the question what powers the 
banking system is supposed to have to carry any particular 
policy into effect. If these powers are only those which it in 
fact possesses—namely, the power of determining the short rate 
of interest through the Bank Rate and open-market operations 
(in a closed system the question of determining the price of gold 
and of foreign exchanges does not arise)—the freedom of the bank- 
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ing system to choose its own “ banking policy ”’ is rather limited. 
It is limited even under Professor Pigou’s set of equations. If our 
above suggestions for amending those equations are accepted as 
realistic, it becomes, of course, more limited still.+ 

The result of this is that among the many different cases 
examined by Professor Pigou only a small proportion has practical 
significance; others have a potential significance (in the sense 
that they could have a practical significance in the future); while 
yet others are significant only from the analytical point of view. 
As part of the broad intellectual sweep of the analysis this inter- 
mingling of real and unreal cases is not by any means to be 
deplored; but it would have been of great help if the author had 
indicated more clearly which of the cases are to be placed in the 
first category, which in the second and which in the third.? 


Ix 


In the last: section, Part [V, Professor Pigou deals with periods 
of disequilibrium and transition; it is here that the problems 
usually dealt with in connection with trade-cycle theory are 
introduced. As the detailed consideration of these problems 
would lead him far beyond the scope of the present volume, this 
section, unlike the earlier ones, is not intended to be a systematic 
treatment, but only serves as a brief indication of the author’s 
general view. 

This shows that Professor Pigou is sceptical of “‘ mechanical 
cumulation theories,” of the kind put forward by Mr. Hawtrey, 
Mr. Harrod, and others, and still adheres to the view, originally 
set forth in his Industrial Fluctuations, that ‘“ psychological 
cumulation,” caused by waves of optimism and pessimism of 
business men, is the main factor behind the fluctuations in activity 
in the real world. 

The difference between these two types of theories may be 

1 No doubt those powers could be extended, and the choice of availuble bank- 
ing policies could be enlarged. If the banks were free to set the short rate at 
negative levels, as well as positive ones (by obtaining e.g. a subsidy from the 
Government for the purpose) their freedom of choice would be much greater. 
The same thing would follow if they could ensure, by some means, parallel move- 
ments between the short rates and the various long rates; or if they instituted 
some system of consumers’ credit. But we cannot credit them with the successful 
pursuit of particular policies without specifying, in each given case, the means 
at their disposal for carrying it out. 

® Professor Pigou has indicated, of course, that he regards the policy which 


keeps g’ positive and less than infinite as normal. But this assumption may 
itself include policies of widely differing implications according as g’ is large or 
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explained thus. If a cumulative movement occurred without, 
at any time, people expecting future prices to be different from 
those currently ruling, this would be ‘‘ mechanical cumulation.” 
If the cumulative movement was supported by people projecting 
existing trends into the future—i.e., expecting higher prices than 
those ruling when prices are rising, and lower prices when they are 
falling—and it would not have occurred otherwise, it is a case of 
“* psychological cumulation.” 

Professor Pigou’s view is, that in the absence of such “‘ psycho- 
logical cumulation,” processes of change in the economic system 
would be short-lived and the magnitude of the changes would be 
proportionate to the magnitude of the initial disturbance which 
caused them. Excepting, perhaps, ‘“‘ the upper reaches of a boom 
and near the nadir of a depression . . . mechanical cumulation 
does not occur in the real world ”’ (p. 243). 

The basis for this attitude must be sought in the_ reasons 
which led the author to take a favourable view of the stability of 
short-period equilibrium ; and for this we ought to go back to the 
chapter on “ stability conditions” in Part II. We have already 
seen ! that if we introduce the volume of employment as one of the 
parameters determining investment demand, one of the stability 
conditions is not at all certain to be satisfied. But there are two 
other points in connection with Professor Pigou’s treatment of 
this problem which must be mentioned. 

One is, that in a system of interrelated equations the stability 
of the system as a whole cannot. be deduced from the stability 
conditions for each equation, taken separately. The Marshallian 
stability conditions, on which Professor Pigou relies, relate to 
particular equilibrium analysis; they are the conditions of stable 
equilibrium for the price of a single commodity, when all other 
prices are given. If other prices are not given, a further series of 
conditions arises, in addition to those relating to single markets.’ 

The other is, that even in particular equilibrium analysis, the 
Marshallian stability conditions are sufficient only if adjustments 
are instantaneous. If reaction times are allowed for, this alone 
may introduce instability in the form of cumulative or damped 
oscillations in a system which is exposed to random changes.® 
What has been said above cannot, in itself, invalidate Pro- 


1 Cf. p. 466 above. : 

2 Cf. Hicks, Value and Capital, pp. 66-72 and 315-17. 

3 This is shown, in connection with particular equilibrium analysis, by the 
so-called ‘‘ cobweb-theorem.’’ But it also forms the basis of explanations of 
oscillations in economic activity asa whole. Cf. Kalecki, Essays in the Theory of 


Economic Fluctuations, ch. vi. 
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fessor Pigou’s view that fluctuations in business confidence are a 
dominant cause of instability in the real world. That view may 
or may not be well founded. But before we can succeed in 
isolating the influence of that factor, the likelihood of oscillatory 
movements arising automatically from the mechanism of the 
system itself must be further explored. 


x 


It is hoped that the fact that this review (or, rather, review- 
article) is so largely taken up by detailed criticism will not have 
concealed from its reader the admiration which the reviewer feels 
towards the volume as a whole. Its well-planned logical con- 
struction, the subtlety of its analysis, and the avenues it opens for 
further research on the same pattern, are bound to place Employ- 
ment and Equilibrium among the best things the author has written. 
The fact that it is the sixth major treatise on economic theory the 
author has produced bears witness to a record of achievement 
which must surely be unique among economists.1 


NICHOLAS Kaupor 
London School of Economics. 


Poverty and Progress: A Second Social Survey of York. By 
B. SersoHm RowntTrReEE. (London: Longmans, Green. 
1941. Pp. xx + 540. 15s.) 

In his first survey of York in 1899, published as Poverty: A 
Study in Town Life, Mr. Rowntree used as his poverty line one 
very nearly equivalent to that of Booth’s Life and Labour of the 
People. Of the Classes next below this line Booth wrote ‘‘ The 
200,000 of ‘ poor ’ (Classes C and D), though they would be much 
the better for more of everything, are not ‘in want.’ They are 
neither ill-nourished nor ill-clad, according to any standard 
that can reasonably be used. Their lives are an unending struggle, 
and lack comfort, but I do not know that they lack happiness.” 
Rowntree terms this line as the limit of “ primary poverty,” 
and describes it as representing the minimum sum on which 
physical efficiency could be maintained. ‘It was a standard of 
bare subsistence rather than living.”” The standard adopted in 

1 Professor Pigou points out that on p. 213, footnote, the wrong table is in- 
serted. The table should have dealt with the relation of the rate of discount 
to employment; the table actually given is irrelevant to the argument. The 
few important slips noticed by the writer are that on p. 48, line 4, ‘less elastic ”’ 
should read ‘‘ more elastic’’; on the same page, lines 6-7, “less specialised ”’ 


should read ‘‘ more specialised”’; and on p. 234, footnote 2, ‘The Review of 
Economic Statistics’ should read ‘‘ The Review of Economic Studies.”’ 
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the present book is about 40 per cent. higher.1 Of this he writes, 
** Practically the whole income is absorbed in providing the 
absolute necessaries of physical health. After these and certain 
almost indispensable items are provided for, there remains 
scarcely anything—certainly not more than 3s. 4d. a week— 
for ‘ allelse.’”” This change of view on what constitutes poverty 
is a convincing illustration of the progress that has been made in 
half a century. 

Rowntree’s new standard is thai described in his Human 
Needs of Labour. 


Minimum Standard for a Family consisting of Husband, Wife and 
three Children (Weekly). 


London, 


York, 1935. New Survey.1 

s. d. s. d, 

Food 20 6 17 ll 

Rent js 9 6 9 4 

Clothing . é 8 0 4 5 

Fuel and Light 4 4 4 3 6 

Household sundries . 1 8 se 

ce é os :¢ ae 

Travelling 1 0 :.9 
Margin . 411 — 

Total 53 0 38 9 


From this it is seen that little more is allowed for food on the 
new standard; in fact, Mr. George computes on the British 
Medical Association’s minimum a sum of 25s. 6d.2__ The differences 
are to be found in a more liberal allowance for other items. In 
London only compulsory insurance was included, while in York 
Trade Union and club payments were added. The margin is 
allotted to papers, stamps, wireless, etc., with 3s. 4d. for beer, 
tobacco and sundries. 

Since most attention is likely to be paid to the generalisation 
that 31 per cent. of the working-class population of York is below 
the “ minimum,” also called the “ poverty line,” it is of great 
importance to have a clear idea of this standard, and to realise 
that “The 1899 Poverty Line is quite different from that of 
1936 ” (p. 462). Also it should be realised that if we include the 
whole population of York, this precentage becomes 18, or, adding 
the persons in Institutions, 21. 

In Chapter IV a comparison is made between 1936 and 1899 
on exactly the same basis—namely, that of 1899. There we find 

1 In these comparisons the effect of change in prices has been eliminated. 


2 R.S.S. Journal, 1937. This difference is largely due to more liberal allow- 
ance of milk for children. 
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that in 1899 10 per cent. of the whole population were in “ primary 
poverty,” while in 1936 the percentage had fallen to 4. About 
one-quarter of this latter percentage was attributable to unemploy- 
ment, which was acute in 1936, but of little numerical importance 
in 1899. 

It is not possible to deal in brief with more than a few questions 
of method or results. It may be considered that the numbers 
below the line are exaggerated from two or three causes. Since 
the Survey dealt only with income and needs in one week, no 
allowance is made for the use of savings or credit or postponement 
of expenditure, which may be possible for short periods of un- 
employment or illness. It is assumed that children at work and 
lodgers contribute only sums to cover board and lodging, however 
poor the family. Nevertheless they are all counted as below the 
line if in the particular week the family is short of money. 
Children over fourteen years and lodgers form nearly one-sixth 
of the persons below the standard. These considerations may 
reduce, to what extent it is n~+ possible to say from the published 
figures, the percentage of all cuildren under one year that is found 
in families below the standard in the week of observation. But 
this percentage (53, of which more than half appear to be in primary 
poverty) remains extremely serious. How far it is reduced by 
cheap milk or by assistance through children’s clinics, it is not 
possible to say. It is remarkable that the word charity does not 
occur in the index, and that there is no reference to assistance 
other than from public sources. It is probably the case that 
private societies and persons rarely provide enough help to 
' bring a family above Rowntree’s standard, though they may 
mitigate hardship. 

The book is intended rather to analyse the causes, and show in 
detail the extent and nature of want, than to suggest remedies. 
It is most valuable in providing data for deciding on the most 
appropriate means of assistance and for estimating their cost. 
At the same time the author declares his adherence to the policies 
of minimum wages and child allowances. There is a valuable 
table (p. 162) that shows wages of all adults, though it is doubtful 
whether it relates to standing wages or actual earnings in the 
special week. From it we find that 14 per cent. of all heads of 
families which were below the line received less than 53s. It 
would solve many problems if it were more generally possible for 
wages to rise with age and experience, that is also in relation to 
needs; but for unskilled work there appears little hope of this. 

A supplementary chapter shows how far methods of sampling, 
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instead of the complete survey here made, would have been 
adequate. It is, of course, known to statisticians that small 
numbers in a sub-class are subject to a high proportional error, 
and that only a blurred picture can be drawn. Nevertheless the 
picture is usually adequate for many purposes. Here is one of the 
examples (p. 483) as a statistician might give it: } 








Percentage of Families having Different Numbers of Dependent 
Children. 
Sample 1 in 50. 327 families. 
Number of Children. 


0. x 2. 3. 4. 5 or more, 
Forecast . - 643 2142 #1342 64155 2+1 1+ 05 
Actual : ‘ 56:1 21-7 12-8 | 2-4 1-9 


Limitation of space has not allowed adequate appreciation of 
this most important work, which will take a foremost place among 
the small number of large-scale and detailed studies of social 


conditions. 
A. L. BowLry 


Haslemere 


Production for the People. By Frank VERvuLAM. (London: 
Lawrence and Wishart. 1940. Pp. xv + 296. 7s. 6d.) 


Tus book forms in many respects a counterpart to Mr. 
Rowntree’s Poverty and Progress, reviewed on an earlier page 
of this issue. Mr. Rowntree shows us not only how far we have 
travelled in the last forty years in curing poverty, but also how 
very far we have still to go. Mr. Verulam’s book seeks to answer 
the question how far we might immediately go if we made better 
use of our resources. 

He starts, very properly, by examining existing poverty, and 
measuring, with the aid of previous surveys, including Mr. 
Rowntree’s own earlier studies, its extent, not only in general 
terms, but also, and more particularly, in relation to individual 
groups of consumption goods—food, rent, clothing, fuel and 
light, and other items. Apart from Mr. Rowntree’s studies, he 
relies chiefly on Sir John Orr, Dr. McGonigle, the B.M.A. Dietaries, 
and the various Social Surveys. This is well-trodden ground, 


1 T have had 389 cases examined, and compared the errors with the standard 


deviations. 
Multiples of Standard Deviation. 


0 to 1. lto2. 2 or more. 


Observed . é 258 110 21 
266 106 18 
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and Mr. Verulam, though he admirably re-states their conclu- 
sions, and ends with an important calculation of the cost of 
reaching each of two standards—a minimum and a reasonable 
standard—would not, I think, claim to have added much to 
the work of his predecessors so far as concerns “ Britain’s Capacity 
to Consume.” 

Mr. Verulam’s estimates are that about 28 per cent. of the 
population lives below his minimum standard and about 83 per 
cent. below the reasonable standard. To bring everyone up to 
these two standards might be possible if complete equality of 
distribution were achieved (and, though he does not say so, if 
too much of the money value of the income did not evaporate 
in the process of redistribution). But, neglecting this as Utopian, 
Mr. Verulam calculates that increases of about 3 per cent. and 
20 per cent. respectively will bring everyone up to the two 
alternative standards, or £114 million in the one case and £722 
million in the other. Slightly larger figures are necessary if 
families, which do not achieve the optimum distribution of their 
incomes, are to be brought up to these standards in the expendi- 
ture groups in which they fall short without reductions else- 
where. These are very modest targets, and should not be 
incapable of achievement. 

So we turn to “ Britain’s Capacity to Produce”. Here we 
are on much less well-trodden ground, and, indeed, for this 
country, Mr. Verulam is very much in the position of an ex- 
porer. The techniques of argument are much less safely estab- 
lished and it is, therefore, important to ask what he is doing, 
and whether it is a satisfactory method by which to tackle his 
problem. 

There are here—it is obvious—three closely interconnected 
problems : How far would all our resources suffice to produce 
what is required, if satisfactorily distributed between different 
products? How far would the resources now in particular 
industries suffice to produce the required outputs from those 
industries? How far could our resources quickly and easily be 
expanded to produce what is required? In an introductory 
passage, Mr. Verulam sees some, at least, of the difficulties 
involved and recognises the importance of clearly defining his 
objective. But when he comes to work out a statistical technique 
for measuring the relation of productive capacity to actual 
output, I feel a little less happy. 

His procedure is this. He argues that from 1932 to 1937 
trade was steadily recovering and that 1934 can properly be 
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regarded as an average of the trade cycle. Thus, by comparing 
the index of production. for 1934 with that for 1937, he seeks to 
get the average unused capacity due to trade-cycle causes. 
There are some obvious difficulties here. First, there was a 
strong upward trend of productivity per head over this period, 
and it would almost certainly be wrong to relate the whols gain 
in output merely to a more intense use of equipment available 
throughout the period. The employment figures might, indeed, 
have afforded a better index than the output figures if it were 
not for the difficulty of estimating short-time and under-employ- 
ment. Second, the index of production includes a large weight 
of capital construction, which is not immediately relevant to 
the power to increase from existing resources the output of 
consumption goods; at the same time it excludes transport and 
other services relevant to our problem. (This point, I should 
make it clear, is emphasised by Mr. Verulam.) Thus too much 
significance must not be attached to the fact that the index of 
production rose 25 per cent. between 1934 and 1937 as an indi- 
cation of the average volume of unused capacity in the industries 
producing consumable goods and services. 

When he turns to individual industries, or groups of indus- 
tries, Mr. Verulam is on more dangerous ground. First, there 
were industries such as gas and electricity, iron and steel, and 
non-ferrous metals (to take three from Mr. Verulam’s ten groups) 
which were enjoying a marked expansion over the period. It 
would, as Mr. Verulam recognises in the case of gas and elec- 
tricity, be nonsense to suggest that the 32 per cent. increase 
could have been effected with plant existing in 1934. The 
loading in 1937 was in any case such that output could not 
have been maintained continuously with existing plant. Second, 
and more serious, it is debatable how far many of these ten 
groups are really relevant to Mr. Verulam’s question at all, if I 
am right in assuming that he is for the moment concerned with 
the power to meet needs irom existing resources. Four of his 
ten groups—engineering and shipbuilding; building material 
and building; iron and steel; non-ferrous metals—are in greater 
or less degree concerned with capital expansion, rather than 
with the direct satisfaction of consumers’ needs. These showed 
an average increase of about 35 per cent. The four groups most 
directly related to direct consumption—food, drink and tobacco ; 
textiles; leather, boots and shoes; mines and quarries—showed 
an average increase only of about 13 per cent. 

The biggest individual deficiency is in regard to clothing 
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where a 40 per cent. increase over 1934 is necessary to reach the 
reasonable standard and a 16 per cent. increase to reach even 
the minimum standard. In July 1934 there was some 10-11 per 
cent. of unemployment in clothing and about 25 per cent. in 
textiles, with short-time equivalent, perhaps, to a further 6 per 
cent. and 3 per cent. respectively. But « substantial part of 
this margin is wanted to make provision for an increase of imports 
of the order of 16-18 per cent. It looks as if the textiles group 
would be about 5 per cent. below requirements. Indeed, I find 
Mr. Verulam’s statement that there can (in the yiven circum- 
stances) ‘‘ be no doubt about the capacity [his italics] of our 
export trades to increase their output by 30 per cent.” a trifle 
surprising. For it raises a wider question. Industrial capacity 
in this sense must take account not only of machinery and equip- 
ment, but also of skilled man-power. In several of the declining 
export industries machinery and equipment still survived, but 
it is very doubtful whether they could have been manned with 
skilled labour on the scale of 1929, or even close to that level, 
while maintaining the newer 1937 industries at their existing 
scales, One must be very careful in an argument like this not 
to have it both ways. And when, summarising his arguments, 
Mr. Verulam says that ‘“‘ the unused production capacity would 
certainly have sufficed to achieve our minimum standard and 
would probably have sufficed to achieve our reasonable standard, 
except in the case of housing and possibly of clothing ”, I think 
he is putting the quite immediate possibilities a little too high, 
if he is confining himself to the consequences of operating con- 


_ sistently at the 1937 level. 


But this, I think, is where Mr. Verulam throws himself most 
open to criticism. The year 1937 was not one in which the 
total resources of this country were in the ordinary sense of the 
word fully employed. There remained some 10-5 per cent. of 
unemployment in general, apart from substantial pockets of 
short-time. Existing plant was in many cases capable of more 
intensive use than that to which it was being subjected. Thus 
a further 6-7 per cent. increase over 1937 might well have been 
possible. This increase, added to that which he has calculated 
by levelling up to 1937, would in fact go far to achieve Mr. 
Verulam’s objectives, and surely forms as legitimate a part of 
our unused resources. The only doubt, as I say, is whether at 
that date the skilled man-power was available to make full use 
of the whole resources of labour and machinery. Granted 
dilution, it should not have been impossible. 
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To raise housing to his reasonable standard, Mr. Verulam 
thinks, would take ten years. The clothing industries he regards 
as capable of fairly rapid expansion to the required level. Thus, 
mainly from a somewhat fuller and more consistent use of our 
existing capacity he believes that the worst features of poverty 
could be eliminated, and is driven back to asking why this waste 
of resources should occur. This part of the book, which is in 
the main a restatement and critique of Mr. Keynes’ propositions, 
I found the least illuminating, probably because it was the least 
original. But Mr. Verulam is almost certainly right in drawing 
attention to the factors that underlie Mr. Keynes’ problems and 
solutions, and in arguing that Mr. Keynes’ problem springs from 
the effects upon investment of an ever-increasing degree of 
monopoly, and that his solution—public works—must require 
for its efficacy a constantly increasing proportion of the whole 
field of economic activity, and lead us ultimately either into 
conflicts with private monopoly or into a more widespread 
socialism. 

And so to the brave new world. Here I feel frankly sorry 
that Mr. Verulam, instead of being purely constructive, has 
found it necessary to engage once more in the tedious discussions 
of what “orthodox economists’ (a term that appears to be 
synonymous with Professor Lionel Robbins) think or do not 
think about “planning”. For my own part, I never know 
whether it irritates me more to be called orthodox or unorthodox. 
There is, to my knowledge, only one orthodoxy in economics, 
and that is a belief in the processes of economic argument and 
in our power, by taking thought, to add to our understanding 
of economic problems. I know no economist, orthodox or un- 
orthodox, whose ideas have not developed perceptibly in the 
last ten years, and Mr. Verulam’s account is, applied to the 
generality of economists, little more than a caricature of a bogey- 
man. And Mr. Verulam would be the first to admit (indeed, he 
goes far to say it) that two-thirds of what passes as “ planning ” 
is a straightforward attempt to establish monopoly, and at least 
half of the remainder is downright nonsense. Thus, a healthy 
suspicion of “ planning ” is not necessarily incompatible with a 
general sympathy with Mr. Verulam’s own objectives. 

Mr. Verulam’s brand of planning is not, I need hardly say, 
open to these charges, but he tends sometimes to be a little 
elusive where one would most like him to be explicit. Thus, 
nearly all the difficulties of maintaining an economic system in 
a state of full employment spring ultimately from the more 
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fundamental problem of the provision of economic incentives. 
If, when workers were discharged, either temporarily on economic 
grounds or permanently on grounds of technological advance, 
they continued to spend as much as before, the problems of 
their re-employment or of the securing of investment in what 
should be the new, expanding, industries would be far less in- 
tractable. Mr. Verulam tells us a lot about relative incentives, 
but, presumably because he assumes full employment through- 
out, he tells us nothing about how he proposes to treat the 
unemployed and whether their incomes shall be less than those 
of workers in full employment. Even in a fully socialised state, 
it would not be easy to judge the proper lines of further invest- 
ment if effective demand were reduced by unemployment. But 
can one depend on pride in work and social prestige to induce 
people to obtain work and to put out their maximum effort ? 

But these are relatively secondary problems. Mr. Verulam’s 
book has asked the really important questions in relation to our 
existing economy. If, as I think, he has not entirely succeeded 
in answering them, that is largely because knowledge and investi- 
gation has not yet gone far enough for us to answer them fully. 
I must admit, indeed, to having read the book with certain 
nostalgic regrets. For if the war had not called us to other 
tasks these problems of Britain’s capacity to consume and to 
produce were among those into which some of us had hoped 
to be researching in Cambridge. And if I were still engaged in 
teaching, this is one of the books that I should certainly have 
been urging all my pupils to read. 

Austin RoBINSON 
Sidney Sussex College, 
Cambridge. 


Monopoly. By E. A. G. Rosinson. Cambridge Economic 
Handbooks. (London: Nisbet (Cambridge University Press). 
1941. Pp. xvi + 298. 7s. 6d.) 


It is a great pleasure to be able to welcome the appearance of 
Mr. Robinson’s second volume in the Cambridge Economic 
Handbooks, despite the author’s many preoccupations and the 
complete destruction of the type by enemy action. As its title 
makes clear, this handbook is not so much a companion to The 
Structure of Competitive Industry as the complement of all hand- 
books that tend to assume competitive conditions. It does not 
confine itself to the structure or forms of monopoly, but covers 
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the whole ground of monopoly and quasi-monopoly economics 
and policy. Mr. Robinson claims, modestly, that he is only 
giving us a tin-opener, but in his novel, and admirable, classifica- 
tion of types of long-term and short-term monopoly in Chapter III, 
and his equally novel and admirable analysis of the consequences 
of monopoly upon efficiency in Chapter VI and upon stability in 
Chapter VII, he has presented us with a variety of tins to open 
and with a serviceable forecast of what to expect from the contents 
of these tins, when opened. 

These two latter chapters, and sections 1, 2 and 6 of Chapter 
VIII, tracing the consequences of monopoly on distribution of 
income and economic power, contain the hub of the matter. For 
it is here that monopoly becomes labelled as a “‘ problem ”’ calling 
for the policy of controls outlined in the five concluding chapters, 
All too many text-books assume in their very titles that monopolies 
are a problem, though it is not until monopolies are shown to have 
economic effects requiring solutions, that the economists should 
properly speak of a problem at all. One such effect is instability 
of output and employment, and Mr. Robinson puts up a very 
exhaustive case, on balance, against monopolies in this respect. 
Another possible effect of monopoly is inefficiency. Conclusions 
on this score depend on the type of monopoly and the degree of 
competition with which it is contrasted. The restrictive short- 
term monopoly, such as a cartel, we may agree, is likely to be less 
efficient than any degree of competition. 

The comparative efficiency of a completely co-ordinated 
long-term monopoly is more difficult to decide. In arguing this 
question Mr. Robinson rightly distinguishes economies that are 
fundamentally due to a large scale, and which are associated 
with monopoly only because monopoly was a condition of achiev- 
ing the necessary scale (p. 110); and economies which apart from 
monopoly would not accrue to even the largest of firms. But I 
think he attributes too many of the economies and diseconomies 
he cites, directly to monopoly rather than to the size associated 
with monopoly. Thus the technical knowledge and experience 
(p. 117) available to a combination of industrial plants depends 
on the extent of the combination, not necessarily on their having 
a monopoly. Again, when discussing management efficiency 
Mr. Robinson argues (p. 125) that “‘ decisions made for an under- 
taking whose resources run into millions and employees into tens 
of thousands may well tax the abilities of even the ablest.” But 
this diseconomy is a question of size; a monopoly is surely easier 
to direct as well as manage than a firm of the same size subject 
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to competition. In arguing the point (pp. 125-7) Mr. Robinson 
seems to confuse the difficulties of creating a monopoly and cir- 
cumventing competition with that of controlling an established 
monopoly. But these might be considered difficulties of com- 
petition just as much as of monopoly. 

On consideration, economies directly due to monopoly seem to 
boil down to very few. One is the absence of uncertainty about 
transfer of custom to competitors, thus allowing continuous and 
fuller operation and simplifying management; another is the 
possibility of low material costs, thanks to monopsony exploita- 
tion of suppliers; and there is probably a further economy, 
which Mr. Robinson misses by following his earlier book, in 
analysing types of economy one by one, and not looking at the 
situation as a whole. He agrees that it may be important 
during a crisis to maintain firms which are needed when the 
crisis is past, but thinks there are better methods than a temporary 
monopoly. Bankruptcy owing to financial weakness, for instance, 
will allow new owners to acquire the technical equipment freed 
from financial charges. But surely the efficiency of a going concern 
lies in the working together of equipment, finance, marketing, 
management and labour, and the substitution of a new manage- 
ment may well be less efficient than would have been the main- 
ter -nce by a temporary monopoly of the whole team. 

='ssibly more might have been said of actual pre-war (and 
likely post-war?) international monopolies; of the realistic, 
statistical, tests of monopoly used in A. R. Burns’ Decline of 
Competition; and of the frequent case in the real business world 
where a firm sells some of its products competitively, others under 
a@ monopoly. On the whole, however, Mr. Robinson manages to 
pack in most of the real world of monopoly while arguing all the 
time patiently from first principles. Unlike most text-books, this 
manual bristles with original points of view that will appeal to the 
hardened teacher; for instance (pp. 96 ff.), the relation of eco- 
nomic circumstances with particular forms of monopoly organisa- 
tion ; or (pp. 118 ff.) the recognition of the adoption of new designs 
as a sign of efficiency. Yet it also provides stimulating and 

nutritive food for the student who wants to be shown the reason 
why. In reconstructing the world of industry after the war both 
old and young have much to learn from this book. 

P. SARGANT FLORENCE 
University of Birmingham. 
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The Old Deal and the New. By C. A. Bearp and G. H. E. Sirsa. 
‘New York and London: Macmillan. 1940. Pp. 294. 


&s. 6d.) 


Britrsa readers who have wanted a short but comprehensive 
account of the economic measures of the New Deal will welcome 
the publication of this book. It explains, critically but sym- 
patheticaily. vhat the New Deal has tried to accomplish in the 
fields of banking and finance, industry, agriculture and labour. 

It is unfovumate that the weakest chapters are the first two, 
which attemy! tc set the New Deal in its ‘“‘ world contexture ” 
and explain its ovigins in the “Old Deal.” The attempt is too 
ambitious, and the economic analysis superficial. The authors 
do not adhere ic thowx commendable intention of avoiding the 
controversies of trade-cycle theory. 

The four descriptive chapters, however, constitute an excellent 
summary answer to the question “What is the New Deal?” 
The section on the history and changing aims of the spending 
programme (pp. 159-68) is particularly well done. There is a 
salutary emphasis on the financial measures, and a playing down 
of the New Deal’s labour policies, which have been over-emphas- 
ised on this side of the Atlantic. The New Deal, according to 
the authors, was no “revolution in class arrangements, no 
proletarian upheaval, no fabrication designed by socialists. It 
sprang essentially from the efforts of propertied classes in ¢d‘stress 
to save their claims to farms, homes, banks, railways, fin. acial 
institutions, and investments from thorough-going liquidation.” 

Professor Beard and Mr. Smith, as liberals, are sympathetic 
to the aims of the New Deal. If it did not solve the problems, 
it at least appreciated what they were, and passed this appre- 
ciation on to a majority of the peop]. On only two subjects 
are they entirely out of sympathy. Oe is the Administration’s 
foreign policy of “ collective interna‘ nalism,” which has left 
the United States isolated in a world «i powerful enemies, “ ex- 
cepting perhaps Great Britain.” Fle in England who are 
puzzled by the alliance between ‘beralism and isolationism 
in the United States should read ta:. chapter on foreign policies 
to learn how Americans who deteg{t everything that modern 
Germany and Japan represent re.*Oualise their opposition to 
military aid to Britain and China. ” 

The other is the indifference of tgie New Deal to the national 
debt. The authors express their neasiness over this problem 
in almost every chapter, and the vook ends on a note of deep 
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pessimism : ‘‘ When all the merits and accomplishments of the 
New Deal are duly appreciated, it remains a fact that this dis- 
pensation has been made possible only by enormous increases in 
the national debt. . . . The payment of the bill has been post- 
poned.”” Economists would be ill advised to dismiss such reser- 
vations and fears because they are unfounded. The size of the 
national debt may be unimportant, and its servicing may involve 
no “real cost,” but Professor Beard and thousands of other 
reasonable men are unconvinced that this is so. Unless they are 
convinced, or unless some other solution is found to the problem 
of “‘ deficit financing,” their fears will constitute a major political 
obstacle to measures against unemployment after the war—both 
in America and in this country. 


Queen’s College, 
Oxford. 


C. J. Hitcx 


Canadians In and Out of Work : a Survey of Economic Classes and 
their Relation to the Labour Market. By Lronarp C. Marsu. 
(Published for McGill University by the Oxford University 
Press, 1940. Pp. 503 with Index, Charts and Tables. 
$3.00.) 


Tuts is a well-balanced book concerning Canadians in work as 
well as out of work, and in this respect it is a more stimulating 
approach to the problem of employment than the negative one to 
which Sir William Beveridge’s classic has accustomed us in 
England. It is a volume in a series sponsored by the McGill 
Social Research Committee, and indebted to the Rockefeller 
Foundation for financial support. There are many types of 
reader to whom it will appeal; in particular, to students of educa- 
tion and those concerned with the placement of young men and 
women in employment. Being grounded firmly on statistics, it 
deserves the title claimed for it in the opening sentence of Chapter 
18, “‘ Social Arithmetic.” Moreover, it does justice to Canadian 
industrialism. The numerous works which have recently been 
published upon the course of settlement in the Prairie Provinces 
have inevitably tended to confirm in the minds of English readers 
the idea that Canada is still in the main an agricultural country. 
This book corrects this dangerous opinion, and while not neglecting 
the rural population, it shows clearly how the great cities of 
Canada to-day, taking over from forest and river, set the economic 
pace. One result of over-attention to agriculture is to exaggerate 
the provincialism of Canada. But the industrial, commercial and 
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professional markets are ineluctably one, and the authors write 
with wisdom when in the concluding chapter they reiterate the 
fundamental importance of the Federal Government. 


“The heavy liability to fluctuation from international 
sources, by reason of Canadian specialisation in export pro- 
ducts, dependence on foreign markets and financial ties, is 
@ special reason why the Federal government should be the 
repository of maximum powers of control. A strong Domin- 
ion lead is the only possible answer to the maze of anomalies 
and inequalities which local and provincial relief regulation 
have built up during a decade of depression; to say nothing 
of the gaps and variations in existing provincial welfare 
legislation (such as, e.g., mothers’ allowances or minimum 
wages), and the extreme desirability of avoiding the com- 
plexities which have resulted from State autonomy in the 
fashioning of unemployment insurance schemes under the 
Social Security Act in the United States. . . . But every- 
thing hinges on Dominion leadership ” p. 427. 


One little protest may be registered—namely, the rather naive 
criticism of the English “‘ public schools,” “‘ which, consciously or 
unconsciously, train their pupils as members of a ruling class” 
(p. 440). For over thirty years I have taught these boys and girls. 
They are virtually indistinguishable not only from the products 
of our own day schools, but also from the products of Upper 
Canada and the University of Toronto Schools, whom I taught 
for nine years. The few members of the ruling class who come 
from the public schools to Cambridge do not set the pattern either 
of the schools in which their education begins or of the university 
in which it is completed. But may I make one exception to this ? 
After the late war, the lecturer in Economic History at the 
University of Cambridge had the high honour of numbering 
among his pupils His Majesty King George VI. 


Cambridge. 


C. Ryte Fay 





Europe and West Africa. By C. K. Mzex, W. M. Macmian and 
E. R. J. Hussty. (London: Oxford University Press, 
1940. Pp. 143. 10s. 6d.) 


TxHE three studies contained in this volume are by different 
hands, but they deal in the main with one theme—the processes 
by which native life in West Africa is adjusting itself to the 
impact of European civilisation. Dr. Meek deals with the cultural 
éffects of the contact with modern conditions, as seen in Nigeria. 
Professor Macmillan has drawn from the mining industry of the 
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Gold Coast and Sierra Leone, and from the production of cocoa 
in the Gold Coast, an illustration of the result of modern economic 
developments on the social and political institutions of those 
territories. Mr. Hussey has discussed the function of education 
in helping the African to make the best use of his mental and 
physical background in assimilating new ideas, and in evolving 
a type of civilisation which will enable him to take his place in 
the modern world. 

The historical survey with which Dr. Meek has introduced his 
study affords a useful reminder that, whatever may be true of 
some other parts of Africa, there are large areas in West Africa 
which have by no means been isolated in the past from outside 
influences. The indigenous negro stock was at an early date 
subject to influences of Hamitic origin, coming from the same 
source as those of ancient Egypt, but even more marked has been 
the effect of Semitic influences, conveyed at a later date through 
the medium of Islamic culture. The assimilation of new cultures 
is, in fact, no novel phenomenon in West Africa, and this probably 
helps to account for the readiness shown by the population of 
this area in accommodating itself to the usages of modern civilisa- 
tion. Readers of Tuz Economic JouRnat will find a particular 
interest in the evidence given of the rapidity with which what 
appears to be deep-seated custom—as, for example, the matri- 
lineal principle—can change in response to the requirements of 
new economic circumstances. It is an interesting commentary 
on the belief once widely held, that all African life is dominated 
by fixed and almost immutable custom. 

Relatively little attention has hitherto been given to the 
conditions in which the mining industry is conducted in West 
Africa, as compared with that of the Union or Northern Rhodesia. 
Professor Macmillan’s study of the subject is, therefore, opportune. 
It is of particular interest in view of the recent discussion on the 
value of the policy of “ stabilising’ the labour employed on 
African mines, arising out of the Report of the 1939 Commission 
of Inquiry into the disturbances in the Northern Rhodesia copper 
mines. Both the mining companies and the Government appear 
to have been impressed with the difficulties in which “ stabilisa- 
tion” may involve them. The fact, however, remains, as Pro- 
fessor Macmillan has pointed out, that a considerable portion of 
the labour on the mines is tending to develop the characteristics 
of an industrialised community, and this must be recognised in 
arranging for its housing and for other conditions of its employ- 
ment. The author has dealt also with another topic which has 
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lately come into prominence—namely, the methods adopted by 
the Colonial governments for securing to the State a due share 
of the profits of mining enterprise. The present system has found 
many critics amongst those interested in questions of Colonial 
finance. The problem is a difficult one, but the lesson drawn by 
Professor Macmillan from the system adopted by the Union is, 
at all events, suggestive. 

A good deal of light has lately been thrown on some of the 
economic developments attending the growth of the cocoa 
industry in the Gold Coast, as the result of inquiries made by the 
Commission on the Marketing of West African Cocoa. But, as 
Professor Macmillan shows, there are many other features of this 
development which have not yet been adequately studied. It is 
usual to attribute the rapid expansion of cocoa cultivation to the 
adaptability of the West African peasant. But it has been due in 
no less measure to the existence of a class which is rapidly assum- 
ing the character of a specialised trading community. It is 
difficult to find an exact parallel to this class in other parts of 
native Africa. The Gold Coast has, as a result, developed a 
moneyed middle-class, which must exercise an important influence 
in native society, and will ultimately affect the shape taken by the 
political institutions of the Colony. The growth of cocoa is, at 
the same time, tending to produce far-reaching changes in the 
system of land tenures, which in the end must involve the general 
substitution of an individual for a communal system of land- 
holding. 

Mr. Hussey’s study follows more general, and in some senses, 
more familiar lines. But those who are seeking to plan an 
educational system for Africa labour under peculiar difficulty. 
The planning of popular education, it is true, now involves mainly 
the application of the well-recognised principles laid down by the 
Advisory Committee of Colonial Education. But it is impossible 
to plan any systematic scheme of more advanced instruction until 
we have a clearer view of the place which it is intended that the 
product of higher education should occupy in the administrative 
services or the political institutions of the Colonies These are 
points on which Colonial policy has yet to be determined, and 
until this is done it is not possible for the educationalist to see the 
way clear before him. 

HaAILEY 


London. 
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Soviet Economy and the War. By Maurice Doss. (London: 
Routledge. 1941. Pp. 88. 3s.) 


Mr. Doss gives an admirably clear and concise summary of 
the available evidence on Soviet production, together with a 
brief sketch of its history from the chaos of the civil-war period 
to the beginning of the third Five-Year Plan. This little book 
will no doubt find a ready market, and it can be recommended 
without qualification. 

The discussion of Soviet war potential is summarised as 
follows: “‘The conclusion seems to be that for waging a pro- 
longed war of attrition the U.S.S.R. is weaker than Germany, 
as regards the economic basis of her war effort, if she has to 
face alone the full onslaught of the German war machine, as 
she is virtually doing at the time of writing. Against this has 
to be set certain qualitative deficiencies in Germany’s war 
potential, of which the chief may prove to be oil.” 

The discussion is mainly confined to years not later than 
1938, and it may be supposed that, since then, both concen- 
tration upon war production and the eastward shift of industry 
(described in a particularly interesting chapter) have been pressed 
forward. 

The description of Soviet finance brings out clearly the fact 
(though Mr. Dobb draws no morals) that the complexities and 
difficulties of our own system arise primarily from the unequal 
distribution of incomes and wealth. In the Soviet system the 
main source of finance is a general purchase tax, which creates 
a gap between the prices and costs of consumable goods sufficient 
to absorb purchasing power equal to the major part of the 
incomes generated by war expenditure and by outlay on invest- 
ment and social services. There is no problem of inflation and 
no need for Government borrowing, while, since there is no 
great inequality of income, a regressive tax-system is not a 
serious evil. ; 

Mr. Dobb steers through the theoretical questions which 
come in his path with unusual skill, but his main purpose is not 
with theory, but to give us the information for which we are 


thirsting. 
Cambridge. 


JOAN ROBINSON 











490 THE ECONOMIC JOURNAL [DEC. 


Economic Warfare, 1939-1940. By Pauw Exziec. (London: 
Macmillan. 1941. Pp.x-+ 150. 17s. 6d.) 


A goop deal of confusion is certain to be caused by the 
similarity between the title of this and another of Dr, Einzig’s 
recent books—Zconomic Warfare. The earlier book, as Dr. 
Kinzig confesses in his Preface, was misnamed : it dealt not with 
economic warfare proper, but with the problems of a war economy. 
The present work is an historical account of British and German 
measures to impair the productive efficiency of the enemy— 
contraband control (which Dr. Einzig calls ‘“ blockade’’), air 
attack on industrial targets (which he calls “ Blitzkrieg ’’), 
pre-emptive purchasing, blacklisting, etc.—and the defensive 
measures adopted to counteract them. 

Dr. Einzig is very concerned about the tendency of the 
British people to dangerous over-optimism. The unreasonable 
expectation in the early months of the war that the blockade 
would quickly lead to a German collapse was partly responsible 
for the disasters of 1940. But Dr. Einzig thinks that disillusion 
with economic measures has gone too far. “This war will be 
won,” he concludes, “‘ as the last war was won, largely as a result 
of economic warfare.” The mistake, according to Dr. Einzig, 
is in thinking that the same measures of economic warfare will 
prove effective. Germany is now so nearly self-sufficient in food- 
stuffs and most raw materials that mere blockade cannot suffice. 
She is, on the other hand, so vulnerable to air bombardment 
of (1) her oil-plants and refineries, and (2) her transport system, 
that Dr. Einzig considers it only a matter of time for this new 
method of economic warfare to achieve decisive results. One 
hopes that Dr. Einzig, who wrote before the Russian campaign, 
was not erring on the side of over-optimism himself. 

Dr. Einzig is clear and instructive when he discusses the 
methods and possibilities of economic warfare. It is doubtful, 
however, whether it is yet time for anyone, even a person as well 
informed as Dr. Einzig appears to be, to go so far in passing 
judgment and assessing blame. It may be fair comment, justi- 
fied by what has happened since May 1940, to accuse the Chamber- 
lain government of complacency in the early months of the war, 
but some of Dr. Einzig’s other criticisms seem to be too sweeping 
or, on the evidence now available, too dogmatic. The chief 
targets of his criticism are (1) the Chamberlain government in 
general, and Mr. Ronald Cross in particular, for permitting leaks 
in the blockade, and misleading the public about its effectiveness ; 
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(2) Civil Servants—‘‘ a much-pampered and much-overrated class 
which, even after the disasters of Flanders and France, failed to 
realize that a war was on’; and (3) the Treasury, which continued 
in war-time to apply obstructive tests of orthodox finance. 
Many of Dr. Einzig’s particular points are telling. Others would 
be if one could be sure that his information was correct. 

C. J. Hrron 


Queen’s College, 
Oxford. 











NOTES AND MEMORANDA 
AN INSTALMENT PLAN FOR Post-Waz DELIVERIES 


I 


TuHeE larger portion of taxes comes from the earners of large 
and upper-medium incomes; the larger portion of savings from 
the earners of smaller and lower-medium incomes. The cam- 
paign for additional savings must appeal to the wage-earner, 
who is now earning considerably more than he should be allowed 
to spend, and more than, in fact, he is able to spend intelli- 
gently, with a profit to himself and to the community. If he 
is queueing up for the few things which .can still be purchased 
and helps to bid up prices, he will not only do harm to the com- 
munity, but he will do harm to himself in squandering away his 
earnings. The inflation of prices which emanates from the 
growing dearth of goods may create a run on goods. In the 
sphere of finance experience has taught again and again that in 
a monetary crisis, when the public gets obsessed by fear that 
there is not enough specie, the surest way to check a run on 
banks is to pay out specie liberally and ostentatiously. The 
same remedy should be applied if there is a scarcity of goods. 
As the shortage of goods becomes more and more noticeable, it 
will be vitally important to convince the public that this dearth 
of consumers’ goods is only temporary, that while goods may be 
scarce now, during the war, they will be plentiful after the war. 
The wage-earner must be convinced that it is not only his patriotic 
duty to defer the spending of a large portion of his income, but 
that it is the command of prudence and common sense—his 
own well-conceived interest which prompts him to do so. To 
root this conviction firmly in the mind of the public it will not 
be enough to put forward the argument, it will be necessary to 
offer positive proposals. 

“ Saving ” means, by definition, deferred spending. When- 
ever the investor decides to abstain from spending a part of his 
income, he assumes that he will increase, or at the worst pre- 
serve, his purchasing power. He will not postpone spending if 
he fears that eventually he will lose purchasing power. En- 
forced saving implies, likewise, by definition, that the holder not 
only retains his claim for the nominal amount of the money, 
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but that he will not be deprived of its purchasing power. It 
implies, in fact, that the restriction on the use of the money is 
only temporary, and that at the time when the embargo is 
removed, the holder will have substantially the same quantity 
of purchasing power as he had when the embargo was imposed. 
This assumption is the basic difference between compulsory 
savings and taxes. If the embargo should not be lifted at all, 
or if at the time when it is lifted the purchasing power of the 
money were substantially lower, then “compulsory saving ” 
would, in fact, be nothing else than an ingeniously disguised 
form of taxation. 

Whether raised voluntarily or enforced through compulsion, 
savings are always and essentially based on the assumption that 
the purchasing power of the money remains stable. If these 
savings are drawn into investments expressed in pounds sterling, 
it must be a prime object of the Government’s policy to keep 
the value of the currency stable, not only during, but also after 
the war. The longer the war lasts, the greater will be the accumu- 
lation of voluntary or compulsory savings invested in Govern- 
ment securities, the greater and the more urgent will be the 
propensity of the investor to de-save as soon as the war is over. 
The citizen who abstained from spending during the war in 
order to help the war effort, will have no such inducement when 
the war is ended. He will then want to enjoy his savings, to 
have a good time after the long years of strain, to replenish his 
depleted stocks, and to acquire those goods which his accumu- 
lated savings will allow him to buy. Even if the Government 
were successful, by one means or another, in effectively con- 
trolling the inflation of prices during war, the problem would 
not be solved, but its solution merely postponed. Ai\{l the efforts 
and sacrifices which are being made during the war for the sake 
of keeping the value of money stable would be futile if inflation 
were to get loose after the war. 

It may be argued that however important the post-war price 
level may be, it is not a problem which needs to be solved during 
the war, but its solution may be left for the time when the war 
is over. Against this argument it must be emphasised that not 
only the financial conduct of the war, but war production itself 
depends on the confidence of the public in the stability of the 
value of money. The fundamental condition of war produc- 
tion is the willingness of the workpeople to work, and to work 
hard, and the readiness of the industrialist to invest and to 
provide the most efficient utilisation of plant and machinery. 
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A very strong motive for both is patriotism. But it cannot be 
denied that patriotism is not the only driving force for industrial 
production. Self-interest can be restricted, but it cannot be 
entirely eliminated, not even during war. If doubts were to 
arise in the minds of the wage-earners and industrialists with 
regard to the ultimate value of their voluntary or forced savings 
and money reserves, 4 situation would arise which would jeopardise 
the war effort in its most vital sphere of production. 

The preservation of the purchasing power of money and the 
control of price inflation during and after the war must, therefore, 
be an essential part of war policy. The vigour, determination 
and skill which the Government will employ in dealing with 
these problems in time will exercise a decisive influence on the 
further progress of production during the war; on them depend 
social peace and economic progress during the difficult years of 
transition after the war. 


II 


The following suggestions are conceived as part of a general 
plan for post-war production and price control: they do not 
pretend to offer an all-round solution; but they claim the merit 
of a useful supplement to the general plan, and they have the 
advantage that they can be put into operation without delay. 

It is suggested to form a National Commercial Corporation, 
preferably by Act of Parliament, with a subscribed capital of 
£10-15 million, £1-14 millions to be paid up. The capital 
should be offered for subscription in a ratio of about one-third 
to industry, one-third to the distributive trade, including co- 
operative societies, and one-third to banks and commercial 
finance houses. The Corporation should be managed on strictly 
commercial lines by a Board elected by the three groups of 
shareholders in proportion to their holdings, under a chairman 
appointed by the Treasury. 

The object of the Corporation is to sell to the public, on the 
basis of an instalment plan, a wide variety of durable consumers 
goods at fixed prices, the goods to be delivered not later than 
eighteen months after the end of the war. The Corporation 
should start operations at once. 

In co-operation with industrial companies and the retail 
trade, the Corporation should prepare and publish a catalogue 
of the goods they offer for sale; these goods should include 
motor cars, motor and pedal cycles, musical instruments, 
gramophones, wireless sets, refrigerators, furniture, electrical 
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apparatus, household goods, cutlery and other goods which are 
usually sold on instalment or hire-purchase plan. The catalogue 
should be prepared in the usual way of commercial catalogues, 
and should contain the usual details and specifications. The 
goods should be offered at fixed prices, which will in no case 
be higher than the prices at which the respective articles can be 
purchased now, including purchase tax. The payment of the 
purchase price should be spread over 3-5 years in equal monthly 
instalments, the first instalment to start with the signature of 
the Sales Contract. 

The goods should be sold only to private individuals for 
their own use, and must not be resold. It may be advisable to 
restrict sales to people with incomes not exceeding £500 p.a., and 
to establish priorities for buyers doing essential war work. 

All goods offered by the Corporation will be produced in 
Great Britain after the war. The Corporation should, however, 
reserve the right to substitute goods produced in the Empire or 
in U.S.A. for British-made goods if it were impcssible, for technical 
or other reasons, to produce a certain article is Great Britain. 

Sales of the Corporation should be limited to a total of, say, 
£100 million in the first instance, and should be assigned accord- 
ing to plans of production to the various ivdustries. 

The Corporation’s sales prices will include purchase tax at 
the present rate, and this will constitute « reserve should purchase 
tax be abolished or reduced at the time of the delivery of the 
goods. In this case the Corporation may use this reserve to 
cover potential losses, or they may decide to refund the differ- 
ence to the customers by cancelling the last instalments. The 
Corporation’s sales will be made only through normal trade. 
The retailers will be responsible for their clients’ books. 

The Corporation will not calculate a profit for themselves on 
the sales prices, but they will collect from the purchaser a con- 
tract fee of ls. per cent. with a minimum of, say, 2s. 6d. per 
contract. These fees should be sufficient to cover the Corpora- 
tion’s expenses. They will also have the use of the instalment 
moneys. During the war they will invest these funds in Treasury 
Bills or Government securities. When the war is over and 
manufacturers start to prepare for the execution of their orders, 
the Corporation will be ready to provide them with financial 
assistance. By that time the Corporation should be in the 
position to grant frem their own funds advances to manufac- 

turers up to 75-80 fer cent. of the value of orders. 
The Corporation will pay no dividend, or only a maximum 
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divicend of 3} per cent. p.a. during the first five financial years. 
They will place their surplus income in reserve for contingencies. 
Should manufacturers be unable to execute the orders at con- 
tractual prices without los: «> themselves, the Corporation will 
be prepared to allow price adjustments to cover manufacturers’ 
losses. Should the Corporation’s own reserves be insufficient 
for this purpose, the Treasury should undertake to grant them 
a subsidy amounting to a maximum of 10 per cent. on the value 
of their orders placed with manufacturers. Provision should be 
made for the repayment of this subsidy out of future earnings 
of the Corporation. 


III 

The Corporation will place orders with manufacturers in 
accordance with their catalogue specification. In preparing 
specifications great attention should be paid to the standardisa- 
tion and simplification of designs and to the utilisation of the 
latest improvements and modernisation. Manufacturers should 
endeavour to create a high-quality standardised article eminently 
suitable for mass production at low cost, simple and tasteful in 
appearance, hardy and cheap in use, a model standard mass 
product. 

The Corporation will place order for bulk quantities, but they 
will reserve the right to reduce or cancel orders in accordance 
with their own sales contracts. Within two months or so after 
the end of the war, b-‘ure actual preparations for the execution 
of orders begin, the Corporation will have to notify manufac- 
turers definitely of the quantities required. Manufacturers will 
undertake to execute the Corporation’s orders in priority to any 
other orders, and to grant to the Corporation an option to increase 
quantities up to a specified maximum. Before the Corporation’s 
orders are delivered in full, manufacturers will not sell the article 
in question to any other customer. 

Manufacturers will have the right to deliver the goods to 
the Corporation against payment as soon as specified minimum 
quantities are ready for delivery. Manufacturers will undertake 
to deliver the bulk of goods not later than eighteen months after 
the end of the war, or at such earlier date as may be agreed. 

Orders should be placed at fixed prices based on costs plus 
normal industrial profit. The calculation of post-war produc- 
tion costs will, of course, create considerable difficulties, which 
however, should not be insurmountable. Since it is anticipated 
that the difficulties in calculating post-war costs of production 
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will constitu? one of the major arguments against the applica- 
tion of this scheme, it is proposed to deal in greater detail with 
this problem. 

The principal items which determine costs of mass production 
are the following :— 


1. Cost of raw material. 

2. Cost of transport, fuel and power. 

3. Cost of capital outlay in tools, machines and equip- 
ment. 

4. Cost of labour. 

5. Overhead expenses. 


1. Prices of raw materials to be delivered after the war can 
be ascertained within a narrow margin. The Corporation should 
enter into agreements with the various Government agencies who 
own and control raw-material supplies for the purchase of cer- 
tain quantities of raw material to be delivered after the war, 
according to the requirements of manufacturers. Maximum 
prices should be fixed on the basis of present quotations, with 
the proviso that prices will be reduced in proportion to the 
reduction in freight and insurance charges after the war. Cost 
calculations can, therefore, be safely based on present raw- 
material prices. 

2. It is an established policy of the Government not to allow 
costs of fuel and of services to rise considerably above the present 
level. 

3. The Corporation will be prepared to finance a large pro- 
portion of the capital expenditure at an interest not exceeding 
1-1} per cent. above Bank rate. The inevitable costs of adjust- 
ing plant and machinery to peace-time production will be greatly 
reduced, the costly ‘‘ time span ” considerably shortened and the 
productivity of industry restored within the shortest period by 
the mere fact that detailed plans of production based on specified 
bulk orders are at hand. Manufacturers should therefore find 
no difficulty in forecasting costs of capital outlay. It would be 
desirable if manufacturers would in turn enter into agreements 
with their contractors for the timely delivery of tools, machines 
and equipment, thus spreading the planning of post-war pro- 
duction and the benefit of the scheme. 

4. The problem of post-war wages can only be settled in 
co-operation with the Trade Unions; and this may be difficult 
to secure. But the margin provided by the Treasury guarantee 
should be sufficient. It must also be remembered that in mechan- 
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ised mass production the importance of wages as elements of 
costs tends to decline. 


5. There should be no difficulty in calculating this item. 
L. Kovacs 





AN ALTERNATIVE TO THE Last Two BUDGETS 


Our tax system requires careful revision in view of the greatly 
increased need of revenue. Such a revision should take account 
more closely than it does now of the taxpayer’s “ ability to pay,” 
having regard to his present condition—his family, his necessary 
expenditure to maintain his earning power and any other financial 
commitments. 

In war-time, taxation is possible, and indeed expedient, 
which could not and should not be imposed in peace-time. Thus 
we now want to reduce consumption of ordinary things, whereas 
in peace-time we want to encourage it. So we can put heavy 
taxes on commodities such as beer, spirits, wines, tobacco, petrol, 
and all imported fuel oil. 

Again, economists might well draw a new distinction between 
taxes, i.e., between escapable and unescapable taxes. It is doubtful 
how far the effect of escapable taxes, e.g., those on tobacco, beer, 
and spirits, should be included in the Cost-of-Living Index; 
the doubt is stronger in war-time, when it is necessary to restrict 
consumption in general, and especially the consumption of im- 
ported goods. Professor Bowley, our leading statistician, has 
pointed out that the C. of L. Index is illusory in time of war, 
because people cannot get the quantities on which the Index is 
based. In war-time the legislator should ask, “‘ What can people 
do without? ”’ Whereas in peace he asks, ‘‘ How can we increase 
the supply and consumption of desirable things?”’ This war, 
like the last, has changed the distribution of the national income, 
giving a larger share, both gross and net, to the wage-earning 
classes, and a smaller share (especially a smaller net share) to 
the propertied classes. Indeed, many forms of pre-war property 
yield no income and other forms very little net income. 


Proposed Alterations in our Tax System 


What, then, are my proposals? They fall into two groups: 
(1) taxes which should be abolished or lowered, and (2) taxes 
which should be raised, extended, or invented. 

First one may ask, “‘ What taxes are most objectionable? ” 
And here the answer is obvious. A Purchase Tax errs against 
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every canon of taxation. It falls most heavily on the poorest or 
largest families, and it bears no relation to the taxpayer’s ability 
to pay. Therefore the Purchase Tax should be abolished at once, 
or restricted to such needless items of expenditure as cosmetics. 

Next in bad eminence come the recent additions to postal 
charges, which are almost as bad as taxes on knowledge. It may 
be too much to hope for a return to the penny post, but we might 
at least have a penny postcard and a penny post for printed 
matter under two ounces. A three-halfpenny letter post now 
would recognise the fact that the currency note has less than 
two-thirds of the purchasing power of the 1913 sovereign. 

Family Allowances should be arranged through the Income 
Tax, by giving the married taxpayer a graduated allowance, both 
for marriage and for children, as opposed to the present flat rate 
allowances. The flat rate exempts hundreds of thousands 
altogether, but in the higher classes of income makes an insignificant 
difference between the taxation paid by the single person and by 
the father of a large family. 

For purposes of discussion I suggest an allowance of one- 
third for a married couple, with allowances of one-tenth for 
each child maintained by the parents. There might be a floor 
and a ceiling in each case, ¢.g., a minimum of the tax on £50 and 
a maximum of the tax on £500 for marriage, and a minimum of 
the tax on £25 and a maximum of the tax on £150 for each child. 


More Revenue 


In order to balance the remissions just suggested, we must 
discover sources of fresh revenue. Beyond this, too, we need 
further sources of permanent revenue in order to meet the post-war 
increase in expenditure, since we are not likely to get back to the 
levels of 1930-38. 

Both in war and in peace the Income Tax should be the 
Chancellor’s chief resource. During a war people are more ready 
for sacrifices than in time of peace, and, as all economists know, 
these sacrifices cannot be evaded by any financial jugglery de- 
signed to ‘‘ make posterity pay.” No country can throw the cost 
of a war on future generations; it can leave posterity poorer, as 
indeed a war always does, but this is through the destruction of 
wealth; in some cases the irretrievable destruction, eg., of 
minerals and ancient works of art. 

Hence it is right that every able-bodied person should pay 
Income Tax, and the point of total exemption should be so low 
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that no wage-earner can escape paying Income Tax by working 
short time. I may add that if, as in the last war, people refuse 
to pay Income Tax directly, they have to pay it indirectly through 
higher prices for the things they buy, or, in economic language, 
by inflation. Now, inflation takes no account of a man’s income 
or of his responsibilities ; in fact, it acts as an income tax without 
graduation or abatements or allowances. No doubt the wage- 
earner, if he belongs to a powerful Trade Union, can get his wages 
raised, but poor old people living on savings or pensions get no 
compensation for the higher prices they have to pay. 

Income Tax, on the other hand, if universal, lowers the cost of 
living by reducing the amount of money in the pockets of the 
public. Unlike other taxes, it can be adjusted to the circumstances 
of the taxpayer. So the first step is to increase the number of 
taxpayers by lowering the point of total exemption for single 
persons from £100 to £70, which is just half the amount at present 
allowed to a married couple. 

The recent lowering of the total exemption points is almost 
illusory, since the taxpayer is credited in the Post Office Savings 
Bank with the amounts deducted from his wages or salary, or 
from his investment income, on account of the recent lowering. 
J. S. Mill thought that the point of total exemption for a family 
should be £50 a year. 

One fact which has become increasingly plain in the last two 
years is that the system of a flat rate allowance for marriage and 
children is not fair. Among those with small incomes these 
allowances are generous, as they relieve so many citizens from all 
liability. But as a man’s income and his responsibilities rise, 
these allowances become of less and less assistance. Thus a 
single man earning £10,000 a year pays £6862, a married man with 
the same income pays £6832 if he has no children, and £6757 if he 
has three children. It is impossible to argue that these three 
men have nearly the same ability to pay; the single man, unless 
he is a landowner with inherited responsibil'ties, can live com- 
fortably on his free income of £3138, the childless couple may or 
may not be comfortably off with their £3168 net, but the parents 
of the three children of school age may find difficulty in making 
ends meet, now that their free income has been cut down from 
the £5844 of the year 1939-40 to the present net amount of £3243. 
Surely the Chancellor must see that he can demand a much larger 
payment from the single man than from the married couple, while 
the parents of three children cannot afford so large a contribution 
as the childless couple. 
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New Sources of Revenue 


It is fortunate for Finance Ministers that inventions and 
discoveries provide new sources of revenue. Under Mr. 
McKenna’s Entertainment Tax the theatre proper has been heavily 
hit and almost driven out of action. This is one result of taxing 
the seats occupied by the public, and not the proprietors of the 
cinema. A similar plan would put a stamp duty on each bottle 
of beer sold in a public house (as it was once proposed to tax 
bottles of soda-water), but the common sense of successive 
Chancellors has imposed a graduated licence duty on the publican, 
leaving him to collect what he can from his guests. In the same 
way a graduated duty based on the rateable value should be im- 
posed on theatres and cinemas alike in exchange for the present 
Entertainment Tax. The fact that cinema seats are cheap is a 
reason for taxing them, not for exempting them. Tlie duties on 
beer and cigarettes bring in huge sums because these things are 
easy to make; the duties on champagne and cigars bring little 
revenue because these things are costly to make. 

Two new enterprises draw large sums of money from the 
public—Football Pools and Greyhound Racing Tracks. I 
suggest that the proprietors of these enterprises, which cannot be 
regarded as essential to the welfare of the country, should be 
heavily taxed, the Tracks perhaps by a licence duty based on 
their rateable value, the Pools by a percentage of their takings, 
or by a higher percentage on the proprietor’s “ rake-off.” 

Heavy motor vehicles do much damage to our roads, and the 
amount of damage increases much faster than the weight. There- 
fore the licence duty now paid should be graduated. If the 
first ton pays, as it does, 20s. per cwt., the second ton should pay 
30s. per cwt., the third 40s. per cwt. and soon. Then in the case 
both of lorries and omnibuses (or coaches) there might be two sets 
of duties, the first, or local, being restricted to a radius of 20 or 
25 miles from the garage, the second, or national, being unrestricted 
but paying an additional licence duty of, say, 50 per cent. This 
suggestion is made because the local vehicles supply a need, while 
the national vehicles merely duplicate the service more economic- 
ally provided by the railways. A motor vehicle only competes in 
charge to the railway because it is allowed to throw part of 
its running costs, i.e., the maintenance of its permanent way— 
the roads—on the ratepayers. 

I do not see why a Registration Duty should not be imposed 
on bookmakers, with a smaller duty for their clerks and “‘ runners.” 
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This would enable the police to deal with street betting, and would 
be welcomed by the better class of bookmaker. One curious 
omission in recent Budgets has been a real duty on tobacconists. 
At present all tobacconists pay the farcical fee of 5s. 3d. a year, 
however large their business. I suggest, at the beginning, a duty 
of 5s. 3d. for each £50 of rateable value, perhaps with a maximum, 
suggested to me by a famous tobacconist, of £5 5s. 

Finally there is the question of war profits. How many 
people realise that there is no tax on war profits as such, since the 
Excess Profits Tax applies only to a trade or business. Pro- 
fessional men can, and do, increase their incomes as a direct 
result of the war without paying any special tax. The simplest 
plan would be to impose an “ Excess Incon:> Tax,” say at the rate 
of 5s. in the £, on the amount by which a man’s present income 
exceeds his returns for 1937-8 or 1938-9. In return the Excess 
Profits Tax, which has no necessary connection with the War, 


could be reduced to 60 per cent. 
J. E. ALLEN 





Income Tax ALLOWANCES FOR DEPENDENTS 


A BIG increase in taxation presses most hardly on the family 
man, Much of his income is earmarked for definite inescapable 
commitments, rent (or mortgage instalmer‘s), rates, repairs, 
life insurance, school fees. It is socially undesirable that he should 
give up his insurance; and if he tries to move to a cheaper house, 
ke probably finds it difficult or impossible to let or sell his own. 
Any reduction in expenditure, therefore, must be concentrated 
on food, fuel, clothing and extras. With most family men 
the extras do not bulk large. The single person, on the other 
hand, does not as a rule have a house, or an insurance policy, or 
school fees. Ali his expenditure is flexible, and therefore easily 
reducible. Many single men and women do, of course, maintain 
households for the sake of incapacitated relatives or younger 
brothers or sisters. Such people are thought of here as family 
men, and should be treated as such. Other single people with no 
one dependent on them and not themselves dependent will be 
referred to as unattached, though many, perhaps most of them, 
have the advantages of family life without its burdens. 


Present System Unfair to Family Men 


On account of his high proportion of inflexible expenditure, 
the family man would be at a disadvantage even if taxation 
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were fair. But the present system of income tax discriminates 
against the family man in favour of the unattached. The latter 
is allowed a greater sum free of tax and a greater sum taxable 
at the lower rate than is a member of a family. For example, 
a family consisting of man, wife and three children is allowed a 
total of £290, that is £58 per individual, free of tax ; while a single 
man or woman is allowed £80 free of tax. Furthermore, while 
the single man or woman is allowed £165 taxable at the lower 
rate, each member of the family is allowed only one-fifth of that, 
£33. Can anyone, inside the Treasury or out, think of a reason, 
either in equity or expediency, for this unequal treatment ? 
The truth is, of course, that it is just a years-long growth which 
no one has ever thought to have diagnosed or scientifically re- 
moved. It did not trouble us much in more comfortable days, 
but now that the shoe pinches it is a partially crippling condition 
which cannot be permitted to remain. 


Present System Inflationary 


When iaxation of income by the present system reaches 
its limit—that is, when the average, healthy, careful family is 
beginning to trench on its allowance for food, fuel and clothing 
in order to pay its taxes—by then two inflationary factors are 
in operation, one arising from the heavy taxaticn, the other in 
spite of it. One—many families are in great diff. ulties. Two— 
the unattached person still has a large surplus beyond essential 
living expenses. The former leads to a demand for higher wages, 
which when granted entails higher prices and the vicious circle. 
The latter means that the surplus out of which the Chancellor 
of the Exchequer hopes to get his high estimate of voluntary 
savings is in the hands of that part of the community which 
has fewest responsibilities and therefore least urge to save. In 
fact, under war conditions it is largely in the hands of young 
women with no future responsibilities to envisage. This surplus 
will then be to a great degree spent, thus tending to raise prices. 

That this process, the family skimping and the unattached 
woman spending, is already in operation is shown by some 
figures from the Board of Trade Journal for March, 1941. Com- 
paring the amount of retail sales in February of this year with that 
for the same month last year, we find that while expenditure on 
men’s and boys’ wear is 14 per cent. down, on women’s it is 12 per 
cent. up; while expenditure on furnishing is 18 per cent, down, 
that on fancy goods is 14 per cent. up. The recent Budget 
tends to increase that differentiation. Be it noted that the 
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evidence of the first pair of figures above is not vitiated by the 
calling up of men for military service. For on the one hand, 
not more than 5 per cent. of the country’s males were put into 
uniform during that year, against a decrease in male spending 
of 14 per cent.; and on the other hand many women went into 
uniform, leaving the increase in women’s expenditure to be 
accounted for by the rest. 


Individual Taxation 


I suggest that for income tax each individual should be treated 
alike, whether he or she is a member of a family or unattached. 
The personal allowance of £70 now given to a married man or 
woman would seem reasonable for dependent children, dependent 
relatives, and also for single people. At present prices it re- 
presents something like a bare subsistence, only the surplus above 
which should be subject to income tax. The present one-tenth 
for earned income might be extended to all income, representing 
the difference in commitments caused by difference in standing 
or difference in locality, though such differences would be more 
truly represented by one-eighth or by the old one-sixth. The 
amount taxable at the lower rate should be decreased, say to 
£100. Let us see how this would work out for a family of four 
with an income of £400, using the present rates of tax. 


£ 8. 
Family income ‘ : ‘ . 400 0 
Individual income . é : . 100 0 
Subsistence allowance . 2 2 
Proportionate allowance . : << oe, a 
Taxable surplus . , : . 
Individual tax . ; : ‘ . om 


The bill for the family would, of course, still be presented to father, 
and the calculation would be set out as for the family, not as for 
the individual—that is, the last four sums of money mentioned 
above would be multiplied by four. 

The general effect compared with the present system would 
be as follows. Unattached people would pay from £1 to £16 
more, the £16 being payable on incomes above. £270. Childless 
married couples would not be affected, except that they would 
benefit a little on family incomes above £340. Families of three 
would benefit by £7 on incomes between £230 and £415, thereafter 
by gradually increasing amounts up to a maximum benefit of 
£34 on incomes above £565. Families of four would benefit by 
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£13 on incomes between £310 and £495, thereafter by sums in- 
creasing to £59 on incomes of £755 and over. For a family of 
five there would be a maximum benefit of £85, that is £17 per 
individual, on an income of £940 or over. 


Compulsory Saving 

The change proposed is thus not great, but would be a step 
in the right direction, taxing each one on his surplus above sub- 
sistence level. And only out of this same surplus can savings 
be made. If the principle of compulsory saving is adopted, it 
must be applied fairly. The application of the principle bristles 
with difficulties. To make perfectly sure of the anti-inflationary 
effect desired, the whole of every individual’s surplus would need 
to be taken, either in tax or savings. But mere living is for some 
much more costly than for others. Out of their surplus some have 
to pay regularly for the services of chemists, doctors, dentists, 
opticians, chiropodists, truss-makers; out of his surplus the 
literary or mechanical inventor has to find capital to buy 
the time and material for the work which does not sell; out of his 
surplus the professional man or the higher executive has to buy 
the mechanical or manual or secretarial service which permits 
him to devote his mind to his job, has to buy, too, the relaxation 
without which the tension engendered by his work would soon 
produce nervous exb-ustion. Out of his surplus the farmer, or 
the agricultural contractor, or many another necessary to the 
nation’s effort, must find the money for improvement of his 
capital equipment. It is clear, then, that, unless special con- 
sideration is to be given to each individual case, the amount of 
compulsory savings must stop far short of exhausting the surplus 
of the ordinary person. For only by general rule can the amount 
of income to be blocked be assessed. The fairest method would 
seem to be to make it a certain fraction, say one-third, of the tax 
on income. 

Furthermore, it must be recognised that the family man as a 
rule already lays by annual savings which are to a degree com- 
pulsory, savings made obligatory by contract, such as mortgage 
repayments or insurance premiums. Such savings, perhaps with 
some limitation in the case of future contracts of this nature, 
should be set off against compulsory savings. They already 
appear in the income-tax returns, so no new machinery would 
need to be adopted by the income-tax office. In fact, much 
might with advantage be swept away; for the cumbrous structure 
is the result of accretion and not of plan. What a difference in 
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clarity one change alone would make, the basing of calculations 
on the total net income of the family for the previous year, income 
of every kind, for every member of the family, less charges. 
And what a saving of labour for the income-tax office, doing the 
work once instead of, as now, two or three times on receipt of 
isolated claims for charges and voids and overpayments. Let us 
see how an income tax statement might appear. 


Number in family, 3 


£ 
Net income of family . : ‘ . 627 
Subsistence allowance, £210 
t rl ‘ 

a lara allowance, a). ones 

Surplus ‘ , : . 354 

£300 at 6/6 = £97 
Duel Fr at 10/- = za ; : ‘ . 124 

Tax, of £124 . ° ‘ ‘ . 83 
Compulsory saving, } of £124 oc 

ortage repayment, £29 47 
Deduct onimae premium, £18 , : 
Transfer to blocked savings , ; . Nil 
Tax, £83 
d ‘ ; yong 
Total due for your ving N a} 3 
Insurance allowance, £3 
P : ‘ 14 . 
Deduct, vid at source, £11 } 
Net total now due  . ; . ‘ - 69 
The Future of Blocked Savings 


Whereas under the present system taxation has to all appear- 
ances reached its limit, the change proposed would permit it to 
be increased further. Any increase should be in the form of 
blocked savings, for present psychologic and future economic 
reasons. With taxation at its present level I would suggest that 
at least one third, perhaps one half or even more, of the compulsory 
contribution to the Exchequer should be in that form. After 
all, once the machinery of blocked accounts has been set up, it 
matters little or nothing to the State whether it receives its 
tribute in one form or the other. But it matters much to the 
individual. Blocked savings, giving him some security, some 
promise of enjoyment in the future, would restore the incentive 
to work which has been removed by heavy taxation, as is evidenced 
by absenteeism and other forms of relaxation of effort which 
have not reached the public eye. 
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Conclusion 


If anyone should put against the essence of this argument 
the objection that the amount required for the subsistence of a 
child is not as great as for an adult, I would reply that when 
one takes account of the medical and educational expenses which 
are the concomitants of childhood and of the chronic or semi- 
chronic ailments which often result from motherhood, the reverse 
is probably the case. But even if the objection were correct, 
the system proposed would still stand on its merits, one merit 

’ being that it is a system and not an agglomeration, but its chief 
merit being the transference of part of the national surplus. the 
reservoir with the two-way sluice, from the hands of those with 
fewest present and future responsibilities to the hands of those 
with most, thus reducing the wage-raising pressure of the harassed 
family man and the price-raising pressure of the unburdened 


person who travels alone. 
W. J. Hueues 


Colchester. 





MERITS AND DEMERITS OF GERMAN PRICE-CONTROL 
DURING THE LAST WaR 


I 

In admitting that neither by price-control, fixing of maximum 
prices and profit-margins nor by rationing or any other methods 
of restriction of consumption, or by taxation of excess profits, 
etc., has the objective of stopping a further rise in prices, and 
consequently in wages, been fully achieved, the Government’s 
White Paper (published in July 1941) serves a useful purpose. 
It recalls a fundamental truth—uafortunately too often overlooked 
—that legislative measures dealing with matters of war emergency 
must necessarily have the nature of expedients, and that, therefore, 
a remedy 100 per cent. satisfactory to all concerned can hardly 
be expected. But that does not mean, of course, that we should 
remain indifferent spectators to the chase between wages 
and prices. On the contrary, we realise that governmental 
action in war economics will have not only to be continued con- 
stantly, but at the same time be properly adjusted to con- 
tinuously changing economic implications of “ total war.” 

For this reason the authorities of this country, responsible for 
legislation and administration of national war economy, may 
possibly be interested in some remarks on German price-control 
during the last war (and the mad years of post-war inflation) 
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based on practical experience. Any constructive attempt, 
however, to compare systems of British and German price- 
control has to take into consideration that both those spstems 
differ in fundamental principles as well as in methods of procedure. 

1. Whilst the main objective of all measures of price-control 
in this country is the fight against inflation or, at least, to curb the 
damaging effects of ar unavoidable inflationary development, 
nobody ever thought of inflation when German Price Supervising 
Regulations came into operation shortly after the outbreak of the 
war in 1914. German public opinion held war-profiteering, which 
is a consequence of the rise of prices rather than its cause, almost 
solely responsible for all economic hardships. 

2. German war-time policy in economics was completely in 
conformity with Germany’s pre-war national economy, which 
strongly favoured governmental interference and far-reaching 
restrictions of economic freedom, ever since Bismarck’s “‘ drop of 
social oil” had become an essential ingredient of his as well as the 
Emperor’s policy. 

3. German public law did not hamper co-operative action of 
employers, and as readiness to combine in organised activities has 
always been a German peculiari‘y, trade associations, voluntarily 
built up, but nevertheless in full and effective control of sales and 
prices, formed an essential part of Germany’s economic structure 
at the beginning of the last war. In these matters pre-war 
Germany had far out-distanced all other countries, and the 
German Government was therefore in the fortunate position to be 
able to make use of highly efficient organisations in trying to tackle 
entirely new and unfamiliar tasks. Consequently the forming 
of new trade associations was not only encouraged, but they were 
also soon given a semi-official status and changed into self- 
governing bodies which were destined to play an important part 
in the administrative work of war-economics. 

4. Immediately after the outbreak of the war German public 
life came under the control of the military authorities, a fact 
which could not fail to become apparent, of course, in criminal 
proceedings and administration of justice. 


II 
The main objectives of German price-control being prevention 
and punishment of war-profiteering, the administrative authorities 
soon became puzzled by the difficulties how to judge whether 
in alleged cases of war-profiteering the price objected to had 
or had not been justified. It became evident that without a 
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general principle as a guidance to what might and what might not 
be considered a fair and just price or profit margin, it would hardly 
be possible successfully to tackle the combat against over-charging 
and war-profiteering. It took about two years before such a for- 
mula, convenient to manufacturers and distributors and, of course, 
consumers, could be found. Endless and passionate discussions 
resulted at last in a statement, almost unanimously adopted by the 
interested parties, that in order to substantiate charges for 
unjustifiable increases in prices it would be necessary in any case 
to go back to the cost of replacement. 
Cost of replacement, however, has a twofold meaning : 


1. For the manufacturer it means cost of production. 

2. For distributors (wholesalers and retailers) it means the 
price they have to pay for the re-purchasing of the same quantities 
and qualities of such goods as they have sold from their stocks. 


It is easily to be understood that the application of the principle 
of ‘‘ Price of replacement plus adequate profit’ (Angemessener 
Gewinn) was more in conformity with the interests of manu- 
facturers than with those of wholesalers and retailers. As 
“ price-mixing ’—meaning the averaging of costs of old and new 
stock—was not permissible according to the law, for them the 
rise of prices resulted in a gradual loss of their working capital. 
It is true that German price-control was intended to deal only 
with “ articles of daily need ” (Gegenstinde des taglichen Bedarfs). 
This rather vague term, however, was never precisely defined, 
and it is mainly for this reason that practically all goods of con- 
sumption came under price-control, which was another item of 
grievance for wholesalers and retailers. It seems also to be 
noteworthy that the wage-earning classes, represented by the 
Trade Unions, did not at first object to such a strict interpretation 
of the principle of price of replacement, as they did not fail to 
realise that under a capitalistic order the “ profit-motive ” 
necessarily remains the decisive stimulus for the employer. 


Iil 


When Germany’s economic situation changed for the worse, 
an ever-increasing flood of complaints began to embarrass the 
Government. Administration of justice in criminal proceedings 
concerning offences against the regulations of price-control was 
strongly criticised as insufficient, but public opinion was mainly 
annoyed at the widespread and shameless activities of illegitimate 
trades, black markets, racketeers, etc. It was in connection with 
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the efforts to check and to suppress these activities whick danger- 
ously undermined public morale that the Government tried to 
enlist the services of the trade associations which, as already 
pointed out, played a more important part in German economic life 
than similar organisations in other countries. A kind of “ closed- 
shop ” system was developed, and the associations obtained the 
right to decide whom they might or might not be prepared to admit 
asamember. The actual significance of this right was that persons 
whom the executive committee of an association did not con- 
sider, for one reason or the other, to be “ desirable,” ‘‘ legitimate ” 
or “ reliable ” for membership could be excluded from the benefits 
of participating in quotas of raw-materials or ‘“ booty-goods ” 
(Beute-Ware) for manufacturers or distributors, export licences, 
etc. The officers of the associations became Trustees of the 
Government by being appointed ‘‘ Deputy Commissioners of the 
Reich ” (Stellvertretende Reichsbevollmaichtigte). A special De- 
partment of the War Office (Kriegs-Rohstoff-Abteilung), established 
immediately after the outbreak of the war, which by sequestrating 
all available stocks of raw materials, controlled not only war 
requirements but also civil demands, was the centre of this 
organisation. In order to decentralise its manifold and far- 
reaching economic activities, this department had set up a con- 
siderable number of bodies with special tasks concerning the various 
industries and trades (the so-called and badly reputed Kriegs- 
gesellschaften), and it was these bodies which directed and 
supervised the semi-official activities of the trade associations. 

The “ closed-shop ” system was not a total one. Even in the 
promised land of organisation and discipline the species of staunch 
individualists in economics had not entirely disappeared. Most 
of them were respectable business men who thoroughly disliked 
the idea of joining any association. They could not be dismissed 
as “illegitimate,” “undesirable” or “ unreliable” elements, 
and their interests had therefore to be safeguarded in one way or 
another. But by creating a category of passive membership— 
called ‘‘ recognised professional colleague ” (Anerkannter Berufs- 
Genosse)—this somewhat intricate problem was settled. They 
had the same status as the active members.as far as economic 
advantages were concerned, but they had no claim to participate 
in the important administrative tasks of an association. 

The Government’s policy concerning trade associations 
coincided with their desire to obtain a predominant position 
in German economic life. The formation of Central Feder- 
ations (Spitzen-Verbdnde) of manufacturers, wholesalers, export- 





> 2 ee oak we be ee 8 














1941] GERMAN PRICE-CONTROL DURING THE LAST WAR 511 


merchants, retailers and craftsmen was, therefore, encouraged by the 
Government. These Central Federations embraced all associations, 
corporations and guilds of the respective professious and piuved a 
great help to the Government, because it had then no longer to 
face the almost unsolvable task of settling the incessant and 
tedious complaints of individuals or discontented groups. Further- 
more, these Central Federations very soon developed into com- 
petent and responsible bodies which had to advise the Govern- 
ment in all matters concerning war-production and distribution. 
Before, however, this organisation had begun to operate effectively, 
Germany had collapsed. 


IV 


For reasons sufficiently known, normal conditions were not 
restored either after the armistice or after the signature of the 
peace treaty, and although under the new republican régime 
the military High Command—as far as economic matters were 
concerned—was soon replaced by civil authorities, the devastating 
consequences of an inflation of fantastic dimensions imperatively 
necessitated the maintaining and even aggravation of price- 
control and allits paraphernalia. As, however, legal fundamentals 
and administrative methods of procedure dealt with symptoms 
rather than with the very causes of the “ vicious spiral,’’ which 
for political reasons the Government preferred to ignore, all 
efforts to restore a real equilibrium of economic forces were 
doomed to failure. The most remarkable of these attempts was 
the venture of a legislation to check the misuse of economic power, 
entrusted to trade associations, on which, under strong and in- 
creasing pressure of public opinion, the Government decided to 
embark. Again it took years, until on November 2, 1923, an 
“Emergency Decree against the Misuse of Economic Power ” 
(Verordnung gegen den Misbrauch wirtschaftlicher Machtstellungen- 
Karitellaufsichtsgesetz), signed by Stresemann as Chancellor was 
issued. By virtue of this decree a special Supreme Court was set 
up with competence to declare null and void agreements detri- 
mental to the common weal, to release members of associations 
from their obligations, to dissolve associations, to fine associations 
as well as individuals, trying to influence policy of production, 
distribution and prices, etc. Before, however, this decree could 
begin to operate effectively, the ‘‘ Miracle ” of the Rentenmark 
had happened, again resulting in the complete alteration of the 
circumstances which had caused the urgent demand for such 
measures. 
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V 


Unbiased students of economics will probably agree that 
Germany’s system and methods of price-control during and after 
the last war, as a whole, could hardly be looked upon as a successful 
and encouraging experiment in war economics. Nevertheless 
certain conclusions from German experience in this matter might 
possibly be drawn for the benefit of British efforts to strengthen 
the Economic Home Front, and at the same time to try not unduly 
to disturb the equilibrium of equality of sacrifice. There are 
four main points which seem to deserve careful attention. 

1. It will prove difficult to replace the principle of cost of re- 
placement by another one, which in case of continually rising 
prices would safeguard also the interests of wholesalers and retailers. 
But their hardships could be mitigated—at least to an appreciable 
degree—by an elastic system of averaging costs of old and new 
stock over a period of, say, three months. The Averaging 
Order promulgated under the Australian National Security Act, 
passed at the outbreak of the war, clearly demonstrates that the 
alleged difficulties of such a system are not insurmountable. 

2. An efficient price-control demands that the smallest possible 
number of goods should be exempted from its reguiations. 

3. The system of enlisting the services of trade associations 
by changing them into self-governing bodies with their own re- 
sponsibilites, but under the control of the Government seems to be 
preferable from the point of view of efficiency, as well as from 
that of popular trends towards planned economy to the setting up 
of committees, the members of which are, it is true, most 
distinguished individuals but not elected representatives of their 
trades. 

4. The danger of misuse of economic power could be checked 
by legislation similar to the German decree against the misuse of 


economic power. 
LEON ZEITLIN 





THe New Currency Law In CEYLON 


UnDER the currency law of 1884, Ceylon currency was linked to 
the Indian rupee coin, the Ceylon currency notes and Indian silver 
rupees being mutually convertible, on demand, at the office of 
the Currency Commissioners, at the nominal par, without any 
commission, of one Ceylon rupee note to one Indian rupee coin. 
Importation and exportation of rupees, however, was a cumber- 
some process, involving expense and delay, and, in course of time, 
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dealings in exchange gradually replaced dealings in rupee coias. 
This practice, which started in 1903, derived considerable 
stimulus by the amendment of 1917, which, in effect, lowered 
the reserve ratio from 50 per cent. to 334 per cent. and also per- 
mitted the issue of notes against sterling exchange, as well as 
inclusion of the latter in the minimum reserve. But the exchange 
standard system which developed was not a clear-cut one: the 
Currency Commissioners, in issuing or in redeeming notes, some- 
times preferred rupee exchange and sometimes sterling exchange. 
At times they also bought or sold rupee coins, though in small 
quantities. The new currency law, which passed third reading 
in the State Council on May 27, 1941, puts an end to this un- 
certainty, and also overhauls the entire currency machinery. The 
law is modelled on the Straits Settlements Currency Ordinance 
(No. 23 of 1938) and, like the latter, in certain important respects, 
bears the impress of the relevant portions of Mr. J. M. Keynes’ 
Treatise on Money, Vol. II. The main provisions of the law may 
be set out briefly : 


1. Ceylon currency notes will be redeemed in drafts on 
the Reserve Bank of India, Bombay, and Ceylon currency 
will be issued against deposits with the Reserve Bank of 
India, Bombay. 

2. The par of exchange shall be one Ceylon rupee to one 
Indian rupee. But the Currency Board shall levy a small 
charge for the mutual conversion of the two currencies 
which they shall prescribe from time to time but subject to 
a maximum of one rupee and seventy-five cents for every 
Rs. 100 worth of Ceylon currency taken or given in exchange. 

3. The convertibility of Ceyion currency into Indian 
rupees will cease at once, but, in order to prevent any hard- 
ship to those who may have the coins in their private hoards, 
for a limited time to be prescribed by the Governor, the 
Commissioners will continue to receive the Indian coins. 
Thereafter they shall cease to be legal tender. 

4. A liquidity reserve will take the place of the cash 
reserve of the old currency law. It will be made up of cash 
or deposits held in London or Bombay, moneys lent at call 
or short notice in the two centres, or “ readily realisable 
securities’ payable in London or Bombay, which will 
probably include British and Indian Treasury bills and also 
first-class bills of exchange.. The proportion of the liquidity 
reserve to the note liability is not statutorily fixed. It will 
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be prescribed by the Currency Board with the prior approval 
of the Governor, and the reserve, once determined, may also, 
in the same way, be revised, up or down, from time to time. 
No penalties attend the violation of this by-law. But the 
Board shall ‘‘ as soon as conveniently may be”’ restore the 
ratio by the sale of securities held in London or Bombay. 

5. An abstract of the currency statistics as at September 
30, under eight specified heads, shall be published once a 
year in place of the monthly balance sheets published under 
the old ordinance. 

The commission of Rs. 1.75 per cent. for the conversion 
of Ceylon and Indian currencies contrasts with the maximum 
commission of } per cent. charged by the banks to-day for the 
remittance of funds between India and Ceylon. The 
explanation is that the commission laid down in the law was 
meant to serve, besides the requirements of the link with the 
rupee, also the requirements of an optional link with sterling 
which formed part of the original scheme of currency reform. 
But the bill containing this provision was, in effect, thrown 
out by the State Council. Subsequently, Mr. H. J. Huxham, 
Financial Secretary, reintroduced the bill deleting the pro- 
visions for the optional link. But, somehow, the original 
rate of the commission remained behind. It is hoped, how- 
ever, that in prescribing the actual rate of the commission 
the Currency Board will make the market rate as the basis 
of its calculation. The deletion of the provision for the 
optional link with sterling was a concession to the exchange 
banks, which strenuously objected to it. A link with 
sterling, through widening the distance between the exchange 
points of the Ceylon rupee with the Indian rupee, would 
seriously interfere with the free access, which the banks now 
have, to the Indian call market both for investing their 
surplus funds and for borrowing their surplus requirements. 
This is an advantage of no small importance, as there is no 
call market in Colombo. 


Provision (4) above meets almost wholly the general 
theoretical case made out by Mr. Keynes for granting to the 
currency authority unfettered discretion in the matter of the 
currency reserve, and is an indication that his arguments have 
convinced the officials of the British Treasury and the Colonial 
Office even with regard to their applicability to the Colonies. 
The decision to suppress the monthly statements of accounts, 
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however, is unfortunate. It deprives the outside critic of the 
only useful source of authentic infoxmation about the currency 
position of the Island. 


Ceylon University College, 
Colombo. 


B. R. SHENOY 





THe British ASSOCIATION CONFERENCE AND 
Economic PLANNING 


To the economist the recent International Conference on 
Science and World Order, which was held in London on September 
26, 27 and 28, was of significance mainly, if not entirely, from the 
viewpoint of economic planning. The Conference was held under 
the auspices of the British Association, and some twenty countries 
were represented. Both the natural scientists and the social 
scientists, mainly economists, had combined forces, and the results 
were, so far as reconstruction went, of considerable interest and 
importance. The implications of the Conference went beyond 
the limits of science, and it was therefore appropriate that Mr. 
Winant, the American Ambassador, Mr. Maisky, the Soviet 
Ambassador, Dr. Wellington Koo, the Chinese Ambassador, and 
Dr. Benes, the President of the Czechoslovakian Republic, should 
preside at sessions of the Conference, although few would agree 
with Mr. Maisky, who defined an ambassador as one who, in his 
professional capacity, knew nothing about anything, who was a 
complete negation of stability, and a true embodiment of constant 
fluctuation. There is an increasingly close relationship between 
science and government, a relationship which has never been 
closer than in this war. Not only do the fighting services, but all 
other forms of governmental activity depend to an increasing de- 
gree on science. In recent years men of the natural and social 
sciences are taking an active part in framing policy. The Con- 
ference was certainly not academic, in the invidious sense of the 
word. It showed, too, the close relations between science and the 
people. The consumer was considered as much as the producer, 
and this was, to a great extent, a reversal of previous policy. The 
Home Secretary, the Rt. Hon. Herbert Morrison, was right when 
he said that this aspect of planning, by taking the needs and 
wants of the consumer as the starting-point of progress and recon- 
struction, was, especially in the field of nutrition, “‘a new social 
and political factor of the first importance.” The milk policy of 
the last two or three years has made it possible for farmers to get 
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fixed prices for an increased output, and it has strengthened the 
whole of our rural economy. The cure of the problem of mal- 
nutrition contributes substantially to the relief of unemployment. 


I 


Sir John Orr put forward a strong plea for planning in nutrition. 
He held that the right of every individual to the means of attaining 
his full inherited capacity for health and physical fitness should 
rank as equal with his right to religious and political freedom, and 
he held that there is evidence to warrant the assumption that 
inadequate diet is the main cause of grave social injustice. The 
children born of poor parents in poor districts are of poorer 
physique, suffer more disease and have a lower expectation of life 
than children born of well-to-do parents. If planning for human 
welfare is to be undertaken, a beginning should be made with a 
food policy based on nutritional needs, as this would do more 
than any other measure to promote health and happiness and 
alleviate the worst effects of poverty. If every family knew that, 
in any circumstances, they would have sufficient of the right kind 
of food to give their children the full opportunity of the enjoyment 
of a healthy life, the worst fear of want would be eliminated. This 
policy would involve a great increase in agricultural production. 
To bring the diet of the United States up to the standard for health, 
there would need to be an increase in the consumption of the five 
most important health foods by the following amounts: butter 
15 per cent., milk 20 per cent., eggs 35 per cent., fruit 70 per cent., 
vegetables 100 per cent. In most other countries even larger 
increases are required. The need for increased production would 
bring prosperity to agriculture, and the various foodstuffs would 
be grown in the areas most suitable for their production. This 
involved, in his view, increased national and international trade 
in foodstuffs and in those commodities to be exchanged for food- 
stuffs. Under the stress of war we are forced to adopt schemes for 
the maximum production of food and for its distribution in 
accordance with nutritional needs. If these schemes were adjusted 
and extended to form a permanent post-war policy as the funda- 
mental part of economic planning for human welfare, he believed 
that we would have taken the first and most important step 
towards the new and better world order. These considerations 
are not confined to problems of nutrition, although this may pro- 
vide the simplest and most urgent field. The almost equally 
elementary requirements of housing and clothing must also call 
after the war for comprehensive policies which are now beginning 
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to shape themselves. The substantial increase in the standards of 
nutrition, which science has shown to be necessary on grounds of 
health and efficiency, provides a prospect of overcoming the chronic 
crises of over-production which have overtaken every agricultural 
country in the world in the past two decades. What is true of the 
crises in agriculture, is true in no less degree of the crises of in- 
dustry. The aim, in short, is to substitute an organised and 
intensive expansion of consumption for the unorganised and 
extensive expansion of the previous two decades. 

Professor Alvin Hansen of Harvard University dealt with 
current researches in the United States on post-war problems. 
He gave an excellent account of the work that is being done in the 
great and friendly Republic. Professor Sargant Florence of the 
University of Birmingham dealt with the distribution of industry 
and population. In some industries in this country, population 
follows industry, as, for example, in the extractive industries; 
while in the case of such industries as those of the residentiary 
services these must be where people require those services, and so 
industry may be said, in these cases, to follow the population. 
There are, however, what he called “ foot-loose”’ industries, 
particularly manufactures which are determined partly by sources 
of labour and partly by natural resources, and it is in regard to 
these that there is the greatest scope for planning. He emphasised 
that people could not live far from their work. Free play given 
to economic forces in the past had led to the localisation of a single 
industry in one district, which had resulted in derelict areas and 
ghost towns when that industry was depressed or declined. 
Diversification of industry may be adopted as a policy to ensure 
that every community has a balance of occupation between men 
and women, between seasons, and between fluctuating and stable, 
and declining and growing industries. Professor Florence was in 
favour of the dispersion of industry as a policy to ensure the 
blending of town and country amenities and outlook. The 
Government, in his view, must implement plans by pressure on 
private enterprise, whether plans for dispersion are internationally 
forced or free. In a democracy this presents difficulties. En- 
couragement by financial inducements may be too expensive, and 
at least negative compulsion may have to be resorted to by refusal 
of licences to factories to settle in certain congested areas, such as 
London. This means serious economic planning, not only on the 
part of industry itself, but also from above. The chief difficulties 
of a planned economy are always those of administration and of 


human factors. Personnel and administrative inventiveness must 
No. 204.—Vo.. LI. MM 
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count. Mr. Maurice Dobb, in his paper on “an Economist’s 
Comments on Planning,” stressed that unless there is boldly con- 
served action by the State on an extensive scale, we may face a 
post-war slump that will put 1920 and 1929 in the shade. 


II 


Lord Hailey spoke of the new planning policy in the Colonies, 
which have a population of about 50,000,000. During the 
nineteenth century tropical products, excluding, of course, certain 
minerals and the precious metals, were in demand only in the 
luxury markets of the more highly developed countries, but with 
the rapid growth in the standard of living, what were luxuries to 
our grandfathers are necessaries for whole populations to-day. 
Such things as cocoa, the great range of vegetable oils, coffee and 
bananas, are typical of the tropical products which have become 
essential to the general population of Europe and America, and 
thus can now assist the tropical peoples in financing the social 
services required to improve their standards of living. Concentra- 
tion on the cultivation of export crops has, in many instances, been 
permitted to outweigh the needs of subsistence production, with 
results which are no less disastrous than those which at one time 
attended the use of the Culture System in the Netherlands East 
Indies, but were sufficiently grave to require legislation compelling 
@ minimum subsistence cultivation in order to prevent famine. 
An excessive concentration on money crops is an unstable founda- 
tion for the life of a people. A population of wage-earners de- 
pendent on the vagaries of a world market is faced with problems 
much more difficult than a race of cultivators mainly subsisting on 
their own cultivation. A system of agriculture must he evolved 
which, while producing useful crops, will maintain and im prove the 
fertility of the soil and involve diversion of crops and judicious 
blending of crops raised with animal husbandry. A well-balanced 
system, as is well known, provides the key to the all-important 
problem of nutrition. It is only in the last few years that a general 
survey of nutritional conditions in the Colonies has been inaugu- 
rated. It required the revelations regarding the ravages of sleeping 
sickness in the neighbourhood of Lake Victoria during the years 
1901-05 to bring home to the administrations the deplorable health 
conditions prevailing in many parts of Africa, and there are still 
many areas in which no general survey of these conditions has yet 
been made. The extent of popular education, too, was for long 
dependent on missionary initiative, and the State did not control 

the curriculum. It is only in very recent years that the widespread 
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menace of soil erosion and the need for special measures for con- 
serving soil fertility have been realised. Recruitment of labour 
for industrial enterprises has not, until lately, been regulated by 
any programme based on the capacity of different areas to provide 
man-power without undue social disturbance or interference with 
subsistence cultivation. It is easy to understand the change that 
has taken place. In the past, British Colonial policy has been 
dominated by certain traditions derived from our own political 
instincts. Our first duty was held to be the protection of the 
subject peoples from exploitation and misrule, and to fit them to 
maintain, in a political sense, their own position in the world. 
We have, too, in our own domestic life regarded this State chiefly 
as a political organisation, and not as one the primary function of 
which is the promotion of social welfare, the health and standards 
of the life of its citizens. This generation, said Lord Hailey, has 
seen a radical change in our conception of the functions of the 
State, and with it has come a new and more constructive outlook 
on the activities which should engage the attention of a Colonial 
administration. The State is no longer the aloof guarantor of the 
rights and liberties of the subject, but the active dispenser of the 
social services of which education and health are not the least 
important. No longer as in the age of classic liberalism must 
every Colony be financially self-supporting, but the poorer parts 
of the British Commonwealth have a moral right to the help of 
the richer. 

Lord Hailey then proceeded to outline the directions in which 
planning should take place in order that the Welfare Act of 1940 
should be given effect to in its entirety. In the first place, demo- 
graphic information has to be placed on a more satisfactory basis. 
Even the total population of some of the territories is guesswork, 
and dependable vital statistics generally unobtainable. More 
accurate information is required for the planning of health services 
and for the great variety of administrative purposes, including the 
regulation of labour recruitment. The extension of land survey 
is essential, in order to provide the network within which the 
cadastral survey can be conducted as it becomes necessary, and 
better information regarding nutrition is required, such as that 
by Sir John Orr and his colieagues in Kenya. There is very little 
information regarding native marketing, and a great deal of in- 
formation is required in connection with the Colonial Development 
and Welfare Act of 1940. There is great need of research, both 
of the applied and social sciences, which requires local investiga- 
tion, either because they are peculiar to Colonial conditions or 
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because, although more general in character, they present factors 
which can be studied within the Colonies themselves. It is poss- 
ible to envisage group centres for agricultural, medical or similar 
research, each under its own professional direction, but as few of 
the major problems of the Colonies can be solved by specialists in 
one branch of inquiry alone, there is need of co-ordination. The 
problem of subsistence agriculture, for example, is not to secure the 
maximum of food, but the maximum of nutrition. The interest 
of the veterinarian in the protection of cattle from epidemic 
disease seems to compete with that of the specialist in soil con- 
servation, who sees in the increase of cattle the process of denuda- 
tion of the vegetal cover, and of consequent erosion. Lord Hailey 
concluded by suggesting a greater co-operation with other Govern- 
ments who were faced with similar problems to ourselves, as, for 
example, the Dutch in the Netherlands East Indies or the Belgians 
in tropical Africa. 

International co-operation is indeed desirable, as Sir John 
Russell stated to the Conference. He would, for example, like to 
see the selected varieties of Russian crops sent to Western Canada 
and multiplied there in readiness for the time when the seed would 
be required. Similarly in regard to herds there was a possibility 
that help could be given in saving these, and similarly with fruit 
trees in regard to the continuation of the breeding of new varieties 
suited to special regions in Russia. 


III. Population and Planning 


The writer of this article dealt with population and planning 
from three points of view. In the first place, there was the 
necessity of greater planning within countries, as within the United 
Kingdom. Very little conscious planning had taken place in 
regard to the population of England and Wales and Scotland. 
Miss Enid Charles’ investigations into the trends of fertility rates 
had shown that in the present century the range of fertility had 
contracted, and that if the present downward trend continues, 
the population would fall considerably. The highest fertility is 
to be found in the mining and mineral industries and in the 
flourishing agricultural areas; while, on the other hand, low 
fertility occurs in areas connected with the textile industries, 
commerce and finance, and personal services, and although the 
percentage of females married between the ages of 15 and 44 had 
increased, the size of the families showed a considerable fall. In 
the last Census there were 1-8 million females in excess of males, 
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and it is impossible for all young women to obtain husbands while 
there is an excessively large predominance of females. Marriage 
is largely a matter of accident, the throwing together of a man and 
a@ woman at an opportune moment at an opportune age. There 
has been very little serious planning in this country. 

Secondly, with regard to the Self-governing Dominions. It 
is well known that in most parts of the British Commonwealth 
and in the United States there is a relative scarcity of women. If 
we were to apply to Canada the same density of population as 
obtains in the United States, Canada should contain 50,000,000 
people and Australia 46,000,000 people, while New Zealand should 
have at least a total of 13,000,000 people, as compared with 
10,377,000, 6,930,000 and 1,574,000 respectively. It is true that 
migration has taken place within the Empire, but in recent years 
it has been very half-hearted, in spite of the existence of such 
organisations as the Society for the Overseas Settlement of British 
Women. The importance of trying to secure at least an equal 
‘proportion of the sexes in the distribution of population is too 
obvious to need stressing. Not only is the married woman the 
home-maker, but the single woman is the potential mother and 
rearer of the children of the British Commonwealth. Moreover, 
the disparity between the number of men to that of women in 
this country has already been referred to. In post-war planning, 
therefore, the matter should be taken up on a very much larger 
scale than hitherto contemplated. 

The third and most important factor which the writer em- 
phasised was that while the population of the countries of Western 
Europe was falling—the only country in North-west Europe which 
was reproducing itself was t .e Netherlands—the population of 
Asia, especially in India, the Netherlands East Indies, China and 
Japan, is increasing by leaps and bounds. sia, therefore, is con- 
fronted by a problem of an over-abundant population which no 
European country has at the present time to face. The torrent 
of infants in India, as in Japan, is not slowing down, and sixteen 
are born in India every minute, and every day adds to the popula- 
tion the equivalent of at least a town of 23,500 inhabitants. In 
Japan it is estimated that work and wages will have to be found 
for 400,000 additional workers every year between 1940 and 1950 
and for 450,000 additional workers every year between 1950 and 
1960. There is no room for these nine or ten millions extra people 
and their dependants on the land. In 1930 every hectare of tilled 
ground in Japan supported eleven persons, as compared with 8-7 
in the Netherlands and 3-0 in Italy. The population in India, the 
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- Dutch East Indies and China is similar. Asia is emerging from 
the economic lethargy of past centuries and is becoming in- 
dustrialised at a considerable rate. Its prevailing living standards 
are low, and are likely to remain relatively low by reason of the 
low per capita output of the agricultural population. This gives 
rise to a combination of circumstances which has dangerous possi- 
bilities. The East is manufacturing at prices attuned to agri- 
cultural incomes, and this is a menace to the great manufacturing 
countries of the West. In short, the outstanding economic prob- 
lem of Asia to-day, seen in its world setting, is how this difficulty 
can be solved. How can the crossing of the economic gap between 
East and West be achieved? The only effectve remedy is to 
raise living standards in the East, and this will not only relieve the 
situation from the viewpoint of international competition, but also 
will contribute to the solution of the problem of excessive popula- 
tion increase. Experience in the West has shown that, consequent 
upon industrialisation, the rate of population increase slows down, 
and this tendency seems to be at work already in Japanese cities. 
To raise living standards, the first requirement is to improve effi- 
ciency, both in agriculture and in industry, and this in turn means 
a direct attack upon disease and illiteracy. In addition to an 
increase in output, there is the problem of selling the goods pro- 
duced, and industry in the East cannot depend solely on the 
increased markets from improved efficiency. If standards of 
living are to be raised, markets for industrial products must be 
found abroad. For this reason, international trade is of special 
importance to the economic and social development of Asia, and 
so far relatively little progress has been made. It has been 
pointed out that the total value of international trade carried on 
by the 1,000,000,000 inhabitants of the East is not much greater . 
than that of the United Kingdom, with a population of less than 
50,000,000. A further requirement must be to mitigate the down- 
ward swings of the business cycle in the great industrial countries 
of the world, and this accentuates the depression on the producers 
of raw material, and also because with such intermittent falls in 
demand international investment and international trade cannot 
develop freely. In a word, the promotion of international trade 
and the preventicn of industrial depression must be planned, as 
this will help more than anything else the countries of Asia to 
higher standards of living. It will also mean the gain of the West 
in the long run. This was outlined by the writer in an address in 
Stockholm in March of last year, and the view was supported by 
Gustav Cassel and other Swedish economists. fe 
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The Atlantic Charter and the Report of the Acting Director of 
the International Labour Office, submitted to the Conference 
which has recently been meeting in Columbia University, New 
York, bring out the high importance of planning and the intense 
interest and consideration which Governments are giving to it. 
In the spirited account of the International Labour Office Report 
‘* war-time demonstrations of the effectiveness of Governmental 
action in mobilising economic resources for a specific aim are likely 
to be regarded as strengthening the case for a similar intervention 
to solve both the problems of readjustment to which the post- 
war transition to a peace-time economy is bound to give rise and 
the long-term problem of maintaining that high level of economic 
activity which is a necessary foundation for the progressive 
improvement of living standards.” We now realise that the 
freedom of the individual can be made secure only by collective 
planning for social ends, or in President Roosevelt’s recent words 
to the Conference, ‘‘ There can be no real freedom for common 


man without enlightened social policies.” 
G. Fiypiay SuHirras 
University College, 
Exeter. 





OBITUARY 


WERNER SOMBART 
(January 19, 1863—May 13, 1941) 


WERNER SoMBART, the exponent of modern Capitalism and 
the critic of modern Socialism, round whose name in the last fifty 
years more controversy has raged than perhaps round any other 
economist, was born at Ermsleben, in the Harz, on January 19, 
1863. His father was a well-to-do landowner, and the son grew 
up in comparative luxury. His academic studies were completed 
at the Universities of Pisa and Berlin; at Berlin he came under 
the influence of Schmoller, who regarded him as one of his favourite 
pupils. 

His first post was that of Secretary of the Bremen Chamber of 
Commerce (1888), but the academic life attracted him, and in 
1890 he accepted a call as Extraordinary Professor of Economics 
at the University of Breslau, where he remained for fifteen years. 
His lectures drew large audiences, and no wonder, for the man was 
a brilliant speaker who illuminated his subject in a most original 
fashion—as those perhaps will remember who heard his two 
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lectures at the London School of Economics in March 1928. It 
was a stimulating experience to listen to the tall, energetic figure, 
to watch the changing expressions of his countenance, and to 
enjoy his humorous asides. He was a modern of the moderns, a 
protagonist of progressive thought, an advocate of social reforms, 
one who occupied himself with Karl Marx and Socialism and 
associated with Trade Union leaders. In his little book on Trade 
Unionism (Dennoch, published in 1900) he wrote that he regarded 
the Trade Union Movement as being of the highest cultural 
importance. 

Clearly a man of this sort was not likely to be persona grata 
in the circles which governed Prussia under William II. Accord- 
ingly, although Sombart won fame as one of the most eminent 
teachers of economics in Germany, he was given no promotion, 
and remained in Breslau, not even as a full professor, until 1905. 
In that year he accepted a call to Berlin, not to a chair at the 
University, but to one at the Handelshochschule. The Univer- 
sity was still barred to him, and it was not until 1917 that the 
doors were opened, after, as some averred, the publication in 
1915 of Handler und Helden, a war book which was described in 
Switzerland at the time as a study in hate—hate of England. 
Even for a war book it was written in the worst possible taste, to 
say nothing of the extraordinary distortion of facts which it 
contained. Be that as it may, Sombart at the age of fifty-four 
achieved the goal of his ambition, following Adolf Wagner as full 
Professor of Economics. 

In Berlin his success as a teacher was even greater than in 
Breslau, and his fame grew. He retired in 1931, full of honours 
and distinctions. Among these was his membership both of the 
Prussian and Bavarian Academies and his Presidency of the 
Verein fiir Sozialpolitik 1932-35. In his later years he hoped to 
play some part in Nazi politics, but without success. His last 
publication, perhaps the message of his life and thought, entitled 
Vom Menschen, appeared in 1938. 

In the history of economic thought Sombart’s name will be 
associated with his work in two co-related fields—those of Socialism 
and of Capitalism. For both he drew his inspiration from Karl 
Marx, who, on his own confession on many an occasion, was his 
guide, philosopher, and friend. Friend, however, only in the 
first part of his life; in the latter part he became his foe, the object 
of his bitter criticism, even of his hatred. Sombart’s first study of 
Socialism appeared in 1896, in a slim volume of 130 pages, entitled 
Sozialismus und soziale Bewegung, containing the substance of 
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lectures delivered at Zurich. The book went through several 
editions, each increasing in volume; the fifth edition (1905) ran 
to 329 pages, the sixth (1908) to 395 pages; and it was translated 
into well-nigh every European language and also into Japanese 
(the English translation, Socialism and the Social Movement, 
published in 1909, was of the sixth German edition). Its influence 
may thus be said to have extended over the civilised world for a 
whole generation. The first nine editions were sympathetic to 
the Socialist movement; in them Sombart wrote as a friend of 
Socialism. But in the tenth edition, which appeared in 2 vols. in 
1924, the title was altered to Der proietarische Sozialismus. 
Readers found the same attractive style, the same skill in marshal- 
ling facts and driving them home, but this time the author was a 
bitter critic—of Marx and of the Socialist experiment in Russia, 
about which his language was often vitriolic. A change seemed to 
have come over the foremost philosopher of Socialism ; he appeared 
to be moving to the extreme Right, and when, in 1934, the final 
edition of the book appeared, it was called Deutscher Sozialismus, 
and was a plea for the Nazi political system! Was the volte-face 
due to senility or to a change of heart? As there were many 
people the world over who for fifty years had admired Sombart 
as a writer and a thinker, those who were astounded and grieved 
by the change numbered a goodly company. 

But that did not make them less appreciative of his great: work 
on the theory and history of Modern Capitalism—Der moderne 
Kapitalismus, which first appeared in 2 vols. in 1902, and was 
completed in 5 vols. in 1927. The work has become a classic 
characterised by vast learning and a masterly handling of a great 
theme with which all students of economics must make them- 
selves acquainted, whether they accept the author’s standpoint 
or are critical of it. Criticism the work received, but it was 
criticism of detail. In the main, Sombart’s conception of the 
theory and history of modern capitalism has been generally 
accepted. He also published a number of studies ancillary to his 
main work. In 1903 appeared Die deutsche Volkswirtschaft im 
19 ten Jahrhundert, a brilliant survey of the rise and economic 
growth of modern Germany; “in 1911 Die Juden und das Wirt- 
schaftsleben, an evaluation of the place of the Jews in modern 
economic life, containing much that was original but much also 
that was fantastic and erroneous (an English translation, The 
Jews and Modern Capitalism, appeared in 1913); and in 1913 came 
Der Bourgeois, a clever picture of the activities of the modern 
captains of industry (an English translation, The Quintessence of 
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Capitalism, appeared in 1915). The scope of political economy 
was considered in Die drei Nationalékonomien (1930), a book of 
original conceptions which, although it may not have convinced 
many, nevertheless received recognition as a pioneer effort. 
Sombart was an artist as well as a scholar, gifted with imagina- 
tion in a high degree. His artistic temperament sometimes led 
him to exaggerated judgments or over-statements, or even contra- 
dictions.. But he had great learning and an attractive style, so 
that his books read like romances. Despite his Nazi sympathies 
in his declining years, it is highly likely that his contributions to 
economics will be valued for many a day yet, and several genera- 
tions of students will recall with pleasure the stimulus of his 


teaching, both in the lecture-room and the Seminar. 
M. EPsTEIN 





CuRRENT TOoPIcs 


Str Humpurey MinForp announces that he will publish in 
January, 1942, the first number of Agenda, a Quarterly Journal 
of Reconstruction edited for the London School of Economics and 
Political Science by Professor G. N. Clark. The purpose of the 
journal is to make available the results of expert research into the 
problems of reconstruction on all its sides, domestic and inter- 
national, social, political and economic. It will provide clear, 
fair and well-informed statements of the facts and problems, 
written by experts, but written both for those who are experts 
and for those who are not. It will not advocate any policy; but 
it will be open to articles advocating particular lines of action as 
well as to objective surveys of facts. The price per number is 
6s., annual subscription £1 ls. 





Mr. REepvERs Optz, who is engaged in writing the biography 
of Professor Taussig, would welcome the opportunity of obtain- 
ing copies of letters of interest written by or to the Professor. 
He would be most grateful if owners of such letters would send 
them to him, c/o the Assistant Editor, the Economic JouURNAL, 
the Marshall Library, Downing Street, Cambridge, who will be 
responsible for seeing that the letters are copied and returned to 
their owners. 
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ak recorded since December, 1932. the crop year as a whole, 
owever, world net exports may not exceed 435 million bushels. On 
August 1, 1941, world wheat stocks will presumably stand at a new 
record high level. Unless the 1941 world crop should prove considerably 
smaller than is anticipated, world wheat supplies will again be of record 
size in 1941-42. In view of the prospect for huge supplies in the United 
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States, farmers have been called to vote on May 31 on the issue of wheat 
marketing quotas for 1941-42. If the referendum carries “‘ co-operat- 
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to 85 per cent. of ty prices. 
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Demosthenes Redivivus: F. H. Cramer. Liberalism in Japan: Sim 
GrorGE Sansom. New York Looks Abroad: H. F. Anmstrone. War 

Radio: J.B. Witton. Our Heritage from the Law of Rome: C. H. 
cIuwatis. The Mexican Army: Virernta Prewerr. Stalemate in 
China: O. Lattimore. The 1.L.0. in Wartime and After: J. G. 
Wrinant. The Industrial Power of the Nazis: L. Domerartzxy. 
Britain’s Colonies in the War: W.E.Simnetr. Berlin to Baghdad Up-to- 
date: P. W.Iretanp. Marshall Pétain and the “* New Order.” 

Juuty, 1941. Pacifism and Democracy: J. Brenpa. Our National 
Defense : G. F. Exiorand L. Rocrers. The Atiantic Area: F. P. MruEr. 
Warfare in the Atlantic: W. V. Pratt. Narkomindel and Comintern : 
B.C. Hoprer. The Wartime Use of Shipping: W.DiEsBoitp. Hispani- 
ola: J. GUNTHER. Canada in the Western Hemisphere : P. E. CorBetr. 
The Defeat of the French Air Force: P. Cot. How Europe is Fighting 
Famine: K. Branpt. Scandinavia in the “‘ New Order” ; J. JOESTEN. 
Gold: Master or Servant?: W. A. Brown. The Vicious Circle in 
India: B. Sutva Rao. Britain’s Debt to King Farouk: P. Crasirés. 
Routes to Alaska: V. STEFANSSON. 

Quarterly Bulletin of Soviet-Russian Economics. 
No. 6, DecemBer, 1940. The Limits of the Planning System. The 
Economy of the Kolkhozy and of Kolkhoz-members’ Homesteads at the end 


of the Second five-year Plan. 
No. 7, Marcu, 1941. The XVIII Conference of the Communist Party of 


USS.R. The National Income of U.S.S.R. 
No. & May, 1941. The Growth of Retail Prices in U.S.S.R. The State 


Eudget of USSR, The Balance of Payments of tt. USSR. 
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NEW BOOKS. 


British. 


America Faces the War. London: Oxford University Press, 
1941. 7’. Pp. 40. 6d. net each. 

[This series of pamphlets by distinguished Americans on problems raised by 
the war forms an American counterpart to the Oxford Pamphlets that have 
appeared in this country. Mr. Roosevelt Speaks includes his Fireside Talk of 
December 29th, 1940; his Speech to Congress on January 6th, 1941; the In- 
augural Speech; and a Speech at the Dinner of the White House Correspondents 
on March 15th, 1941. An American Looks at the British Empire, by James 
Truslow Adams, is much more a friendly but candid discussion of Englishmen and 
their defects and merits seen over the last century or so, than a discussion of what 
an Englishman thinks of as the Empire. The Faith of an American, by Walter 
Millis, restates the belief of the ordinary American in the decencies of democratic 
international relations, his hatred of war but his gradual conviction that there 
are things worse than war. A Summons to the Free, by Stephen Victor Berét, 
provides in four speeches and a poem a more eloquent and less restrained and 
introspective call to Americans to defend democracy. 1917 and 1941, by Frederick 
B. Artz, seeks to show why Americans have been less aware of the danger of 
German victory than in 1917. Germany Then and Now, by Alonzo E. Taylor, 
and German Youth and the Dream of Victory, by E. Y. Hartshorne, show us 
Germany through the eyes of competent American observers. Food or Freedom : 
the Vital Blockade, by William Agar, deals with the thorny problem of America’s 
attitude to the British blockade of the defeated countries in Europe. The 
Monroe Doctrine To-day, by Grayson Kirk, discusses American foreign policy in 
the face of Nazi aggression in the light of the Havanna Conference and Hemi- 
spheric defence.] 


Baker (G. R.). The Price of Plenty. London: Headley, 1941. 
74”. P. 160. 58. 


[This book is one of a large and growing category of studies of the economic 
system by authors who are wholly outside the current tradition of economic 
analysis, and approach their problems in the light of a technique which they 
have developed for themselves. As so often, one is torn between three con- 
flicting emotions: admiration for the intuitive genius which enables the author 
to penetrate so far with such inadequate weapons; irritation because he has 
voluntarily imposed such handicaps upon himself; interest in seeing the different 
results which spring from an ~ goer freed of the fetters of tradition, Mr. 
Baker is a retired engineer with great experience in the engineering industry. 
His principle concern is why society fails to make full use of its resources of 
knowledge, man-power and materials. He starts by establishing a new unit of 
reference—the Productive Capacity Unit—which measures average productive 
capacity per head; it is raised by technical progress; it is lowered if society 
devotes increased resources to military or unproductive effort. In general, wages 
should rise with the P.C.U., but less than proportionately to it, because capital 
requires an increased share as mechanisation of industry proceeds. A chapter 
on spending challenges economists with having neglected this essential aspect ; 
but Mr. Baker gets involved in difficult issues as to whether the criterion of 
spending should be the creation of employment or the economy of man-power and 
resources. To this theme Mr. Baker returns in a final chapter on ‘‘ The Way to 
Progress,’ and he concludes, “‘ I am convinced that most of the economic evils 
of to-day have been brought about by no other cause than misuse by individuals 
of the resources that accrue to them.”’] 


Brec (M. E.) and Humpurryvs (D. W.). Government by the 
People. London: George Philip, 1941. 73°. Pp. 90. 1s. 6d. 


[An attempt to explain tne workings of democracy tc ordinary people by 
means of conversations between three working men, and by notes appended to 
the ond of ‘heir varicus discussions. There are short bibliographies at the end 
of each seviion, anc’ many photographs of typical democratic institutions.] 
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Brenuam ({F.). Great Britain under Protection. New York and 
London: Macmillan, 1941. 8”. Pp. xvi-+ 271. 10s. 6d. 


[To be reviewed. ] 


BiapEN (V. W.). An Introduction to Political Economy. 
Toronto: University Press, 1941. 9”. Pp. x-+ 299. $2.25. 


[This is a text-book designed to supplement for Canadian students more 
general reading in English or American texts. It is, deliberately, unsystematic 
and discursive rather than an attempt to cover the whole field. But it has the 
great merit of keeping the students attention rivetted to the real world, and two 
chapters, in icular, dealing with the place of the wheat and newsprint 
industries in the Canadian economy provide solid and realistic pabulum. Another 
chapter on population contains an admirable summary of modern population 
studies. ] 


BrRANDER (J. P.). The Community Chest. London: Allen and 
2s. 


Unwin, 1941. 8}”. Pp. 61. 

[The Community Chest is a system, evolved in the United States and Canada, 
whereby all social-welfare agencies share in a common chest, and submit to joint 
financing and joint planning. Mr. Brander urges that the system, modified if 
necessary to suit British conditions, should be tried out in this country also.] 


Brogan (D. W.). American Foreign Policy. London: Oxford 
University Press, 1941. 7”. Pp. 32. 4d. 

[A mutual understanding of the United States and Great Britain is of 
supreme importance at the present time, and therefore Prof. Brogan’s pamphlet, 
in the Oxford series on World Affairs, will be welcome as adding to this knowledge 
where it is, perhaps, most needed—in the field of foreign policy. Though 
America has wished to follow a policy of isolation, she has time and again found 
it impossible, and never more so than at the present time when she is gradually 
realising that her position as a Pacific power depends on the supremacy of the 
British navy in the Atlantic. But this is not the whole story. The United 
States, says the author, have always felt that they owed “the world a higher 
standard than the mere pursuit of the maximum advantages made possible by 
her position and her power,”’ and “‘ in the long run, no policy that is merely self- 
regarding, merely prudential, has commanded continuous American support.’’] 


Butter (H. B.). The Lost Peace. Londen: Faber and Faber, 
1941. 83”. Pp. 224. 10s. 6d. 
[To be reviewed. 


CrarxE ‘Joan §.). The Assistance Board. Loadon: Fabian 


Seciety, 1941. 84". Pp. 28. 6d. 

[This is a lively but not very profound discussion of how the Assistance 
Board has performed since 1939 the functions of the prevention and relief of 
distress due to the war then imposed on it. The author is mainly concerned with 
ths external relations, so to speak, of the Board, with the selection of its staff, 
their training and pay and efficiency; with their consequent attitudes to the 
unfortunates with whom they come in contact, with the buildings and conditions 
in which the work has to be carried on. She is anxious to abolish the Board, as 
such, on the grounds that it is out of touch with democracy, and replace it by 
Ministerial control, and to introduce persons experienced in the social services to 
revitalise the policy. Above all, she wishes to see more elastic regulations and 
greater local discretion.] 


Coxtsz (G. D. H.). Chartist Portraits. London: Macmillan, 1941. 
83”. Pp. 378. 15s. 

[To be reviewed.] 

Coz (G. D. H.). Europe, Russia and the Future. London: 


Gollancz, 1941. 7°. Pp. 186. 4s. 6d. 


[This book was received too late for a full-dress review; it is too topical to 
await review in the next issue. Mr. Cole himself describes it as “an enlarged 
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pamphlet ’’ and as “an uncompleted precess of thinking aloud.’”’ Possibly for 
the latter reason, it has a freshness that is more effective than polish, and possibly, 
again, because Mr. Cole has not yet made up his own mind, the reader has a feeling 
of being led rather than driven. Anyhow, the book is the better for it. Mr. Cole 
is dealing with the real problems that have been worrying us all. What sort of a 
new Europe may we expect? There are only two possibilities, he argues—a 
Fascist Europe and a Socialist Europe—for a Europe of neo-capitalistic nation- 
states would have to depend upon strong governments contro by capitalist 
oligarchies, and the prospects of governments strong enough to enforce such a 
regime are negligible. Since the is unthinkable, the possibilities reduce to 
one. And so we are driven to ask what sort of socialism? Can we build a 
democratic socialism? Must it be on the Russian pattern? Where will Russia 
come into this world? These are the questions that Mr. Cole is trying to answer.] 


Cotz (G. D.H.). Fabian Letter, No.1. A Letter to an Industrial 
Manager. London: Fabian Society, 1941. 6%”. Pp. 16. 3d. 

[An appeal to the industrial manager and technician to ally himself with 
socialism and industrial ex ion rather than with capitalism of the restrictive 
and monopolistic kind. P ing, Mr. Cole argues, has to be there in any case. 
Let it be good planning, in the national interest. Planning of this sort may 
provide ‘‘the opportunity to release the pent-up forces of ba and in so 
doing enable such a man as Mr. Cole is here addressing ‘‘ to feel the satisfaction 
of doing a creative job well, without being thwarted at every turn . . .’’] 


Doss (M.).' Soviet Economy and the War. London: Routledge, 
1941. 7”. Pp. 88. 3s. 
' [Reviewed in this issue.] 

Exzie (P.). Appeasement, before, during and after the War. 
London : Macmillan, 1941, 84”. Pp. xii+ 215. 10s. 6d. 

[To be reviewed.] 


FozNANDER (O. DE R.). Solving Labour Problems in Australia. 
Melbourne: University Press (Oxford University Press), 1941. 8}". 
Pp. xxxv + 168. 15s. 

[To be reviewed.] 


GATHORNE-Harpy (G. M.). Norway and the War. London: 
Oxford University Press, 1941. 7”. Pp. 32. 4d. 


[In this Oxford Pamphlet on World Affairs, Mr. Gathorne-Hardy argues that 
surprise played a ter part in the invasion of Norway than treachery, and that 
the weliars of such an a democratic country must necessarily be bound 
A with an Allied victory. The author thinks it likely that, after the war, 

0! 


rway will seek security in closer co-operation with the British Empire and the 
United States rather than in Continental, or purely Scandinavian, ites ces. 


GRUENBAUM (L.). National Income and Outlay in Palestine, 1936. 
Jerusalem; Jewish Agency for Palestine Economic Research Institute, 
1941. 94". Pp. 112. 

[An investigation begun in 1937 and concluded in 1939. It seeks to divide 
all calculations of income, expenditure, investment and other phenomena under 
the heads of those attributable to the Jews and to Non-Jows, and thus to compare 
the two sections of the population. The results are stated briefly and concisely ; 
the reader is given comparatively little opportunity of seeing in detail how the 
individual figures are estimated, or of judging the possible errors in them.] 


Harty (Lorp). The Position of Colonies in a British Common- 
wealth of Nations. London: Oxford University Press, 1941. 6}”. 
Pp. 42. 2s. 

[This is the Romanes Lecture for 1941. Any attempt to ise an 
already severely compressed survey of British colonial policy would be idle. All 
who are interested in the Empire must read for es. Lord Hailey’s 
approach to the problem is best illustrated by one sentence in which he affirmed 
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that ‘‘ the objective of colonial policy could no longer be viewed merely as the 
protection of the native peoples from exploitation; the emphasis now lay on 
the necessity for the active and systematic promotion of native welfare.”’] 


Hatt (Str A. Dantex). Reconstruction and the Land. London: 
Macmillan, 1941. 8}”. Pp. xi + 286. 12s. 6d. 
[To be reviewed.] 


Hoteate (H. C. F.). The Contingent Liabilities of the English 
Commercial Banks. London Gee, 1939. 8”. Pp. viii-+ 77. 5s. 


[A brief but clear review of the various types of contingent liabilities which a 
bank incurs, and of the meagre and unstandardised information which one 
obtains about their size from the published balance-sheets of English banks. ] 


Isaacs (Susan). The Cambridge Evacuation Survey. London : 


Methuen, 1941. 73”. Pp. vii+ 231. 8s. 6d. 

[A statistical survey of the children evacuated into Cambridge from two 
London boroughs. Its value is a little impaired by the fact that the authorities 
decided that direct ty ar to the foster-mothers could not be permitted, and 
information has been derived mainly at second-hand through the teachers, and 
may not, therefore, be strictly comparable. It does, however, serve to throw 
interesting light on such questions as the ease with which children become 
adjusted to the new conditions according as they were alone, in company with 
other Cambridge children, or with other London children.]} 


Krewret (C. W. vz). A History of South Africa. Oxford: 
Clarendon Press, 1941. 9’. Pp. xii + 292. 15s. 

[To be reviewed.] 

MvuKERJEE (R.) and Dry (H. L.) (Ed.). Economic Problems of 
Modern India. Vol. II. London: Macmillan, 1941. 8}”’. Pp. 
xxxvii + 522. 15s. 

[To be reviewed.] 

Power (EILEEN). The Wool Trade in English Medieval History. 
London: Oxford University Press, 1941. 8}”. Pp. vii + 128. 
78. 6d. 

[To be reviewed. ] 

PumpHREy (R.). Industry and Town Planning. Rebuilding 
Britain Series, No. 6. London: Faber and Faber, 1941. 84”. Pp. 
36. Is. 

[This is No. 6 in the Rebuilding Britain Series. Mr. Pumphrey, following 
what has now become almost an orthodoxy, pleads for diversication, for satellite 
towns and garden cities, for control over the drift of industries to the South-east 
and Midlands, for a curb on sprawling suburbs, for control over the absorption 


of agricultural land by industry and housing. So much of this is good sense (and 
incidentally economics) that it is impossible not to wish that some economist 


might help those who are thinking about the physical lay-out of the new England 
to distinguish more rigidly the sense from the nonsense, and to appreciate that 


it is not wholly impossible that good market-gardening land should be even better 
housing or factory land.] 

Rosrnson (E. A. G.). Monopoly. London: Nisbet (Cambridge 
University Press), 1941. 74”. Pp. xvi + 298. 7s. 6d. 

[Reviewed in this issue.] 

RostovrzErFr (M.). The Social and Economic History of the 
Hellenistic World. Vol. I-III. Oxford: Clarendon Press, 1941. 
93". Pp. 1779. £5 5s. 

[To be reviewed.] 
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Rowntree (B. SzEBOHM). Poverty and Progress. London: 
Longmans, Green, 1941. 94”. Pp. xix + 540. 15s. 


[Reviewed in this issue.] 


SanDWELL (B. K.). Canada. London: Oxford University Press, 
1941. 73”. Pp. 124. 2s. 6d. 


[Mr. Sandwell, formerly a Professor of Economics at McGill University and 
more recently Managing Editor of the Toronto Saturday Night, is well equipped 
to give a brief account of Canada. This volume is more closely concerned with 
economic problems than some of this series. The main part of it is, however, 
concerned with Canadian history rather than with current affairs, and it provides 
a quite admirable brief account of the development of the Canadian economy. ] 


Suenoy (B. R.). Ceylon Currency and Banking.. Ceylon and 
London: Longmans, Green, 1941. 84”. Pp. xi + 300. 


[As compared with the intensive studies of Indian currency, the problems of 
Ceylon have been little discussed. Mr. Shenoy, a graduate of London University 
and a Lecturer in Economics at Ceylon University College, Colombo, has written 
a@ workman-like book which covers the history, not only of the British period, but 
also of the Dutch and Portuguese periods and so much as is known of even 
earlier periods, and the present system of currency and banking. A final chapter 
discusses possible reforms. The alternatives lie between links with the rupee and 
with sterling (links with gold and silver he rules out). Ceylon is a large exporter 
to the United Kingdom and a large importer from India. On balance, Mr. 
Shenoy argues, her interest lies in holding reserves in India rather than in London, 
and in tying the currency to the rupee rather than to sterling. Mr. Shenoy 
discusses the case for a Central Bank, but concludes that in present circumstances 
the cost of such a complicated organisation is not justified. But he believes that 
full-time Currency Commissioners should be appointed.] 


Strauss (E.). Soviet Russia. London: Bodley Head, 1941. 
8”. Pp. 342. 12s. 6d. 


{To be reviewed. ] 


TrwaRki (R. D.). Railways in Modern India. Bombay: New 
Book Co., 1941. 84”. Pp. 284. Res. 10. 


{Professor Tiwari has recently been prolific in books on Indian railways. 
This new volume demands a drastic revision of Government policy in relation 
to railway development and railway rates. The greater part of the book describes 
the history of the railways and of railway policy and administration. After a 
discussion of existing methods of rate regulation the author urges a change in the 
composition of the Rates Advisory Committee, designed to free it of Government 
influence and to strengthen it on the legal and economic sides. ] 


Townprow (F. E.) (Ed.). Replanning Britain. London: Faber 
and Faber, 1941. 83”. Pp. 173. 7s. 6d. 


[These are, so to speak, the Minutes of a Conference of the Town and Country 
Planning Association held in Oxford during March, 1941. Among the principal 
— were Sir ee Barlow, Professor Patrick Abercombie, Mr. W. H. 

ompson, Dr. W. A. Robson, Sir George Stapledon, Sir Ernest Simon, Mr. F. J. 
Osborn, and Professor J. H. Jones. The last-named outlined the general principles 
governing the location of industry, and ok pore pron stressed the division of 
industry into those serving regional, national and world markets. In the first 
class the choice of location is fixed within certain limits. In the last two cases much 
wider choice is possible. But he is surely reported wrong when he is made to say 
** in the case of other [than regional] industries competition may easily arise, and 
the danger of each a constitutes one important argument for national 
control of planning.” the competitive selection of the optimum location of 
industries wholly irrelevant? Is it not, in the case of the exporting industries, 
of supreme importance that they shall have those locations which provide the 
greatest economies in transport and manufacturing costs ?] 
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Trenp (J. B.). South America. London: Oxford University 


Press, 1941. 7}”. Pp. 128. 2s. 6d. 


[Professor Trend is more concerned with the peoples of South America, their 
history and their culture than with their more strictly economic problems. But 
this attractive and well-illustrated little book—and more particularly the chapter 
on ‘‘ Conditions of Life ’’—is full of interesting and useful comment. ] 


Warp (C. A.). Those Raw Materials. London: Allen and 
Unwin, 1941. 84". Pp. 392. 15s. 
is book provides, in the form of concise short notes, a gzeat deal of informa- 


[This 
tion regarding the chemical composition, uses, methods of production and 
preparation, of a very wide variety of industrial raw materials. ] 


Wetts (H. G.). Guide to the New World: a handbook of con- 
structive world revolution. London: Gollancz, 1941. 7”. Pp. 152. 
4s. 


[This is a volume of short essays, mostly two or three pages long, many of 
which were written originally for syndicated publication throughout the world. 
As a volume they prove an invaluable challenge to all wishful thinking and all 
that glossing over of fundamentals while discussing the secondary problems of 
administrative machinery, which is the pitfall of all second-rate thinking. To 
economists Mr. Wells’ recurrent questioning of property and monopoly—as, for 
example, in Red Christianity and The Money Problem—will provide the most 


pertinent issues for thought and discussion.]} 


Witson (Sir ARNOLD) and Levy (H.). Workmen’s Compensation. 
Vol. II. Need for Reform. London: Oxford University Press, 1941. 
94”. Pp. xii + 383. 15s. 

[To be reviewed. ] 


Wyatt (T. W.) and Cansnoe Jones (D.). Britain’s ‘‘ New Order.” 
Birkenhead : John Woolman, 1941. 7}”. Pp. 31. 9d. 


[This pamphlet is a sequel to Post-War Poverty and Unemployment can be 
Prevented. ‘‘ In it the authors seek to answer questions and remove doubts from 
the minds of readers of tho original pamphlet who, reflecting on the seemingly 
inevitable sequence of war by economic esenten in the past, still hesitate to 
believe the good news that these things need not happen again.” Their plea is 
that, if we are willing to leern from the disastrous consequences of the policy of 
economy followed after the last war, we can, by controlled inflation, become a 
richer nation, both frema the point of view of individual incomes and public 


amenities. ] 
American. 


Buros (O. K.) (Ed.). The Second Yearbook of Research and 
Statistical Methodology. Books and Reviews. Highland Park, New 
Jersey : Gryphon Press, 1941. 103”. Pp. 381. 

[This is a lavishly produced volume of reprints of extracts from reviews in 
some of the leading journals of books dealing with statistical research and 
methodology, rather widely defined.] 

Hanson (S. G.). Introduction to Business. New York: Nelson, 


1941. 8”. Pp. xvi + 843. $3.50. 
[This is by design an introduction for business students, intended to ‘‘ break 
ly with the ordinary course in Principles of Economics.’’ It deals in 
general with organisation rather than the process of decision-making. There is 
some discussion of decisions regarding location and site in Part VI, but the 
problems of price policy and output policy play a very subordinate part.] 


Hart (A. G.) and Aten (E. D.). Paying for Defense. Phila- 
delphia : Blakiston Company, 1941. 84”. Pp. viii + 275. $2.50. 
[To be reviewed.] 
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INSTITUTE OF PactFic RELATIONS. Barnett (R. W.). Economic 
Shanghai : Hostage to Politics, 1937-1941. .207. 10s. TamaGna 
(F. M.). Italy’s Interests and Policies in the Far East. Pp. 91. 5s. 
Waicut (Q.) and Others. Legal Problems in the Far Eastern Conflict. 

. 207. 10s. New York: Institute of Pacific Relations (London : 

en and Unwin), 1941. 9”. 


[These are three more volumes in the series reviewed in the last issue of the 
Economic JOURNAL by Mr. C. R. Fay.] 


Jounson (E. A. J.). An Economic History of Modern England. 
New York: Nelson, 1939. 8”. Pp. vi+ 230. $1.75. 
[To be reviewed.] 


Lone (C. D.). Building Cycles and the Theory of Investment. 
Princeton: University Press (Oxford University Press), 1940. 8}”. 
Pp. xvi + 239. $2.50. 

[To be reviewed.] 


Moors (J. H.) and Hocn (M. L.). Readings in Modern Economics. 
New York: Nelson, 1941. 9’. Pp. xxiv + 662. $3.50. 


[This is an attempt to create a text-book of economics by assembling extracts 
from many writers. It covers a wide period of time, and ranges from Aristotle to 
Thurman Arnold and Simon Kuznets. But many of the contemporary writers 
are of little distinction, and it is doubtful whether the end of inducing students 
to read at least a few pages of each of a number of the better known nineteenth 
century writers is best secured by such a volume as this.] 


Moors (J. H.) and Others. Modern Economics; its principles and 
practices. New York: Nelson, 1940. 8”. Pp. xiii + 486. $2.75. 


[This is an introductory text-book on a rather elementary level. It covers 
the theories of production, value, distribution, money and prices, the trade cycle, 
foreign trade, and public finance, and ends with a short discussion of the place of 
the government in the economic system. As in many cases, the theories of value 
and distribution are well done, but those of money and the trade cycle are rather 
superficial. } 


Ratcurorp (B. U.). American State Debts. Durham, N.C.: 
Duke University Press, 1941. 9”. xviii + 629. $5.00. 


[This is a large and scholarly study by a Professor of Economics of Duke 
University of the history of State debts in the United States. About a third of 
the book is given to the period up to 1916, and includes a most interesting dis- 
cussion of the West Virginia cases. In the later period, the treatment is so 
framed as to analyse borrowings by different States for the same purpose—for 
highways, world war veterans, rural credit, unemployment relief, and so on. 
Individual States—Arkansas and Tennessee—where the debt problem has been 
acute, come in for special analysis. The constitutional _— and the inter- 
pretations of the courts recvive close examination. Finally the position in 1938, 
is reviewed, and the economic effects of State borrowing are analysed. This 
brings Professor Ratchford to his recommendations for the future; these include : 
centralised responsibility for all the debts of one State in a single officer or board ; 
@ capital budget; the finance of part of any scheme (say 5-15 per cent.) from 
current revenues; limits of bonds to twenty-five years; and a general limitation 
of debt to twice the average revenue of the previous five years. | 


Scuutrz (T. W.) and Wirt (L. W.). Training and Recruiting of 
Personnel in the Rural Social Studies. Washington; D.C.: American 
Council of Education, 1941. 9”. Pp. xiii + 340. $3.00. 

[A survey of the advance made in the field of rural social science, icularly 
since the crisis of 1933, prepared for the Committee on Rural Social Studies of 
the American Council of Education. Part I is a synopsis of findings and recom- 
mendations, based on the material collected; it covers both Land-Grant Colleges 
and Universities, and the activities of the Federal Government, given in Parts IT 
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and III. There is a useful statistical appendix and detailed information on 
grants and fellowships. ] 


Sonumpeter (E. B.) and Others. The Industrialisation of Japan 
and Manchukuo, 1930-40. New York and London: Macmillan, 1940. 
94”. Pp. xxviii + 944. 37s. 6d. 

[To be reviewed. ] 

Scuwazz (S.). Research in International Economics by Federal 
Agencies. New York: Columbia University Press (Oxford University 
Press), 1941. 73”. Pp. xxxix + 357. IIs. 6d. 

[This is, strictly speaking, a bibliographical study. But it serves to disclose 
both to Americans and to others outside America the amazing range of studies 
now being made by the various departments of the United States Federal Govern- 
ment. The author takes each main department in turn, describes those of its 
various committees which are sponsoring research in international economics 
and gives some indication of the work they are doing. Many of those studied are, 
however, primarily concerned with internal problems and touch international 
economics only incidentally. The list is, nevertheless, most imposing.] 


Smira (T. H.). The Marketing of Used Automobiles. Columbus, 
Ohio : Bureau of Business Research, Ohio State University, 1941. 9”. 
Pp. xv + 290. 

[To be reviewed. ] 


TuRNER (H. Harnes). Case Studies of Consumers’ Cooperatives. 
New York: Columbia Univers:ty Press (London: P. 8S. King), 1941. 
9”. Pp. 330. 10s. 

[A sub-title makes it clear that this book is in the main corfined to a study 
of successful co-operatives started in the United States by Finnish groups. The 
book is com of three parts; the first examines co-operatives at Maynard, 
Massachusetts; the second, co-operatives in the Lake — region with their 
co-operative wholesale; the third briefly brings together the results and discusses 
wider inferences which may be made from them.] 


Wairseck (R. H.) and Fincw (V. ©.). Economic Geography. 
New York and London: McGraw-Hill, 1941. 9”. Pp. xii + 647. 


24. 6d 

[This is a fourth edition of a well-written and profusely illustrated economic 
geography. It is natural that the United States and Canada should be given the 
prominent place, and the study of these occupies about half the book. The 
much briefer studies of other territories in Part II cover about twenty pages each 
and are necessarily a trifle superficial, but they manage, nevertheless, to present 
the essentials and the book deserves the attention of all teachers of economic 


geography. ] 
Chinese. 


FREEMAN (J. F.). The Basis for a General Theory of Economic 
Relationships and of Economic Activity. Hongkong: Kelly and 
Walsh, 1940. 9”. Pp. xxi + 387. 

[To be reviewed.] 


Official. 


INTERNATIONAL LABOUR OFFICE. 
Labour Supply and National Defence. Montreal: International 
Labour Office (London: P. 8. King), 1941. 9’. Pp. 245. 4s. 


[This provides a comparison of the methods whereby Great Britain, the British 
Dominions, Germany, France and the United States had allocated labour between 
the armed forces and industry, controlled their employed, secured their re- 
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training and transfer, and mobilised their labour resources. A final section 
describes the structures of organisations developed for these purposes.] 


Studies in War Economics. Montreal: International Labour 
Office (London: P. S. King), 1941. 9°. Pp. 199. 4s. 

[This includes six short studies: Economic Organisation for Total War, with 

ial reference to the Workers, by E. F. PEnRosE; Who Shall Pay for the War? 

n Analysis of the Keynes Plan, by E. J. Ricues; Relative Wages in Wartime, 
by E. J. Ricnes; Control of Food Prices, by A. 8. J. Basten; The Place of 
Housing Policy in War Economy, by C. M. Wricut; The Effect of War on the 
Relative Importance of Producing Centres, with special reference to the Textile 
Industry, by Eprrn T. DENHARDT.] 

War-time Developments in Government-Employer—Worker Col- 
laboration. Montreal and London: International Labour Office, 
1941. 8”. Pp. 152. 4s. 

[As a basis of discussion for the proposed Conference of the International 
Labour Office at Geneva in June 1940, a report was prepared entitled “‘ Methods of 
Collaboration between the Public Authorities, orkers’ Organisations and 
Employers’ Organisations.’’ This present work is & supplement to that report, 
prepared for the Conference held in New York in October 1941. Its main 
Pp is ‘‘ to describe the institutions and procedures which have been set up 
or have developed during the war, for the furtherance of the war effort and 
national defence, in the field of collaboration between public authorities and 
employers’ and workers’ organisations.”” It consists of monographs on roughly 
— lines, dealing with the machinery of Government in the U.S.A., Great 

ritain and the Dominions; there is a shorter account also of the machinery in the 
occupied countries of Continental Europe. It is shown at each how far 
workers are ame into collaboration in the framing of policy. The British 
section is detailed and accurate, but makes little attempt at criticism. The 
section on the U.S.A. will be valuable in providing a detailed account of the 
recently created system of offices for the control of munitions, production and 

riorities. The volume might have been recommended with less reservation if 
it had not been printed on (and even bound in) a paper so thin that it threatens 
to disintegrate every time one seeks to turn a page.] 


UnirEp States. 

Economic Review of Foreign Countries 1939 and early 1940. 
Washington: United States Government Printing Office, 1941, 9”. 
Pp. 361. 35 cents. 

Hearings before the Committee on Foreign Affairs, House of Repre- 
sentatives, Resolution 1776, Lend-Lease Bill. Washi m: United 
States Government Printing Office, 1941. 9”. Pp. 692. 

Hearings before the Committee on Foreign Relations, United States 
Senate, Resolution 275, 7’o Promote the Defense of the United States. 
ley aenl United States Government Printing Office, 1941. 9”. 

. 914. 

Lewis (E. A.) (Ed.). Laws Relating to National Defense Enacted 
during Seventy-sixth Congress. Washingtor : United States Govern- 
ment Printing Office, 1941. 9”. Pp. 231. 20 cents. 

Temporary National Economic Committee. Hearings (37 parts), 
and numerous Monograph Studies of particular problems (43 parts), and 
2 Final Reports. Washington: United States Government Printing 
Office, 1940-41. 
[To be reviewed.] 
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JOURNAL OF THE ROYAL STATISTICAL SOCIETY 


Vol. CIV, 1941, Part III (Principal Articles) 
: a Thirty-five years’ Retrospect. (With Discussion). By Sir D Wilson, C.V.0., C.B.E. 
Eeitel P ic Disease in Geese ann War. (With Discussion.) By C.0. Pn dy * * hD 
The Relationship between Correlation Formulz and Elliptic Functions. By ! 4 é Kendall, 
Price ROYAL STATISTICAL SOCIETY Annual Subscription 
10/- 4, Portugal Street, London, W.C.2 (post free) 41/- 


THE ECONOMIST 


Each week The Economist carries a service of news, comment and interpretation unique in weekly journalism. A 
complete and authoritative analysis of current problems is supported by reports from Overseas Correspondents in the 
principal centres which provide a continuing picture of world affairs not otherwise obtainable. 

With the traditions of nearly a century behind it, The Economist is to-day commanding an increasing measure of attention 
from men of affairs who find in its pages a clear presentation of political and economic factors in their true relationship. 
Brettenham House, Lancaster Place, London, W.C.2 
ONE SHILLING WEEKLY 


THE POLITICAL QUARTERLY 


October-December, 1941 


Public Opinion About Russia. By Tom Harrisson—How to Make the Peace. By Leonard Woolf. nee 
Neighbour. By Donald Tyerman.—The Economic Future of Tropical = By Sir Alan Pim.— 

Local Government. By G. D. H. Cole.—Parliament in Wartime. By H. R. G. Greaves.—Anglo-American 
Co-operation. By Pegi George W. Keeton.—Administrative Justice. By Regionaliter. 


Published by Macmillan & Co., Ltd. Price 5s. At all Booksellers. Annual Subscription {r. 


ECONOMICA 


ECONOMICA is published quarterly by the London School of Economics and Political Science, in 
February, May, August, and November, and is devoted to research in the fields of Economics, Economic 
History and Statistics. 
The ~ Ah ECONOMICA (NEW | is 4s. 6d. a number, or 15s. F al annum, wd free. A special rate of 
12s. 6d. has, however, been authorised in respect of Fellows of the ym Economi ic Society. Copies can be 
obtained on order from any bookseller or from the Publications Department at the London School Z Se The Hostel, 
Peterhouse, Cambridge, to which address all subscriptions and b ations should be 


INTERNATIONAL LABOUR OFFICE 


The main services of the International Labour Office are now established at McGill Ure, Montreal, 




















Canada. A pi of publications has been framed. The weekly ‘‘ Industrial and Labour Information "’ 
and the monthly ‘‘ International Labour Review ’’ have been amalgamated into one a publication: 
The ‘‘ Industrial Su: ** will continue to appear bi-monthly. All important ia hitherto 


be published in the “ islative Series.’’ Three annual publications, the “LILO Year Book.” “The LL.O. 
Statistical Year Book ’’ and the ‘‘ Director’s Report,’’ are being maintained. Studies and will be 
produced as occasion uires dealing with the principal labour and industrial problems of the day. 

The London Office of LL.O. is at 38/39 Parliament Street, London, S.W.1; or communications can be 
addressed to M. R. K. Burge, Cousens, Rudgwick, West Sussex. 


THE ECONOMIC HISTORY REVIEW 





VOL. XI. NO. I. 1941, 8s. 6d. 
THE RISE OF THE GENTRY, 1558-1640 R. H. TAWNEY 
AN INDUSTRIAL REVOLUTION OF THE THIRTEENTH CENTURY E. M. CARUS-WILSON 
SLAVS IN NORTH-EASTERN GERMANY F. L. CAKSTEN 
THE PRIVATE BUSINESS OF THE BANK OF ENGLAND, 1744-1800 J. H. CLAPHAM 


Reviews and Notices by Helen M. Cam, Professor W. K. Hancock, J. F. Rees, A. P. Usher, C. P. Fay, T. H. Marshall, 
E. M. Hugh-Jones, R. A. L. Smith, C. R. Cheney, S. L. Thrupp, Professor G. N. Clark, G. E. Fussell ana W. O. Henderson. 


THE SOUTH AFRICAN JOURNAL OF ECONOMICS 


Published Quarterly for the Council of the Economic Society for South Africa. 








Single copies at 6s. per copy obtainable from the Central News Agency, Ltd., and all leading Booksellers. 
Subscriptions to the Journal, {1 1s. od. per annum, and enquiries re advertisement tariffs to the 
Chairman, Board of Management, P.O. Box 5316, Johannesburg. 

Overseas ‘Agents for Subscriptions (£1 1s. od. per annum) and single copies (6s. each) Messrs. P. S. 
King & Son, Ltd., Orchard House, 14 Great Smith Street, Westminster, London, S.W.1. 


THE JOURNAL OF POLITICAL ECONOMY 





Edited by JACOB VINER and F. H. KNIGHT. AUGUST, 1941 
The Investment Company Act of 1940 and Its Back pone |. Chelcie C. Bosland.—The Committee for the Nation: A 
Case History in Monetary Propaganda. Herbert M. er.—Labor and the Antitrust Laws: The Apex Decision. E. B. 


McNatt.—Silver Production in Central Europe, !450- 618. —~ U. Nef.—Montesquieu and British Thought. R. S. Crane. 
—Book Reviews. Books Received. 

Published bi-monthly: February, April, June, August, October, oe ey Subscription, $5°00 per year; foreign 
postage, 55 cents. Published by Tue University oF Cricaco Press. 
Agents in Great Britain and Ireland: CAMBRIDGE UNIVERSITY PRESS. 








THE AMERICAN ECONOMIC REVIEW 


Volume XXXI. September 1941 


The AMERICAN ECONOMIC REVIEW, a quarterly, is the official publication of the American Economic 
Association and is sent to all members. The annual dues are $5.00. Address editorial communications 
to Dr. Paul T. Homan, editor, AMERICAN ECONOMIC REVIEW, c/o Brookings Institution, 722 Jackson 
Place, N.W., Washington, D.C. (temporary address); all other communications to the Secretary, 
American Economic Association, Northwestern University, Evanston, Illinois. 


THE ECONOMIC RECORD 


The Journal of the Economic Society of Australia and New Zealand 
PUBLISHED, HALF‘YEARLY IN JUNE AND DECEMBER 
Single copies 5s. (Australian). Annual Subscription ros. (Australian) 
The Economic Record publishes authoritative articles by recognised economists on economic, financial, labour and social 
conditions in Australia and New Zealand 
(Fellows of the Royal Economic Society may subscribe at 6s. a year, payable through that Society) 
In all other other cases subscriptions should be sent to the publisher 
The Managing Director, The Melbourne University Press, Melbourne N.3, Victoria, Australia 


THE EUGENICS REVIEW 


Articles, news items | and edicortal comments on the demographic and eugenic aspects of war and peace, with particular 
reference to the es of some of the measures proposed and adopted for the prosecution of the war, 
will be published in every iesue of the Review. At the same time every effort is being made to retain the special features— 
e.g. notices of books, abstracts of periodicals, notes and memoranda, and correspondence—which contributed so much to 
the value and popularity of the Review in the pre-war period. 

Published Quarterly—January, April, July, and October—at 3s. post free (12s. a year). Free to Fellows ry Members 
of the Society. The Eugenics Society, 69 Eccleston Sq., S.W.1, Macmillan & Co., St. Martin’s St., W. 


THE REVIEW OF ECONOMIC STUDIES 


Price ; Per Issue, 2/6; 2/$ post free. Per Annum, 7/6 post free (see below) 




















Note. Vol. 1X will appear in two instead of three issues. The price will be 4/- each (4/3 post free). 
The annual subscription will remain as before, 7/6, post free. 


Communications to the Secretary of the Review of Economic Studies, New Court, Peterhouse, Cambridge 


SANKHYA INDIAN JOURNAL OF STATISTICS 
FREE TO MEMBERS 
Price for Non-Members : Annual Subscription 32s. (post free). Each part sold separately 9s. (post free) 
London Agents: P. S. King & Son, Ltd., 14 Great Smith Street, S.W.z 


Annual Membership Subscription Rs. 20 (Rupees twenty); open also to libraries, institutions and business firms, whether 
incorporated or not,on thesame terms. For membership forms and other particulars, please apply to the Honorary Secretary, 


INDIAN STATISTICAL INSTITUTE, STATISTICAL LABORATORY, PRESIDENCY COLLEGE, CALCUTTA 


The Canadian Journal of Economics and Political Science 
Annual Subscription . . $3.00 Single Copies . . $1.00 
This Journal publishes articles on the economic, political and social problems of Canada and on the 
general theoretical issues raised by these problems 
(Members of the Royal Economic Scciety may subscribe to this Journal through the Secretary of the 
Society at the reduced rate of 6s.) 
Subscriptions may be sent to the publisher 


THE UNIVERSITY OF TORONTO PRESS - TORONTO - CANADA 
OCCUPATIONAL PSYCHOLOGY 


Quarterly Review of Industrial and Vocational Psychology 
Members of the N.1.1.P. to whom the journal is sent free are entitled to other privileges. 
For details of these and of the Institute’s industrial and vocational guidance work write to: 


The Director : National Institute of Industrial Psychology 
Aldwych House, London, W.C.2 


Che Statist 


contains 
THE SAUERBECK-STATIST COMMODITY PRIC® INDEX 
every month together with comparative indices of 
INTERNATIONAL WHOLESALE PRICES 


TERMS OF SUBSCRIPTION : Inland—£1 12s. 0d. - 12 months Abroad—£1 17s.4d. - 12 months 
16s. Od. - 6 months 18s. 8d. - 6 months 


LONDON: 51 CANNON STREET, E.C.4 
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